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LUIGI EINAUDITt 


24. Marz 1874-30. Oktober 1961 


Mit Lurc1 Ernaupnt, der im hohen Alter von 87 Jahren in Rom gestor- 
ben ist, ist der Nestor und Mentor der italienischen Nationalékono- 
men dahingegangen und verliert der Kyklos einen seiner Mitbegriin- 
der und mancher der Herausgeber einen verehrten Freund. Ernaupt1, 
ein echter Piemontese von herber Niichternheit der Sprache, un- 
beugsamer Harte des Charakters und bestrickender Giite des Her- 
zens, in seinem Podere in Dogliani ein bauerlicher Mensch voller 
Sorgfalt fiir seine Weinberge und seinen Garten, in Turin ein Ge- 
lehrter mit umfassendster historischer Kenntnis und voller Beherr- 
schung auch der modernen Gebiete seines Faches, in Rom als 
Prasident der Banca d’Italia, als Minister und dann als Prasident der 
italienischen Republik der Retter der italienischen Wahrung und 
der wachsame Betreuer der jungen Demokratie — Ernaup1 war einer 
der seltenen Menschen, dem die Natur in gleicher Weise die Bega- 
bung fiir Theorie und Praxis und Politik, fiir Wissenschaft und 
Journalistik mitgegeben hatte und der mit nie erlahmendem Fleiss 
seine reichen Anlagen vollkommen entwickelte. Seine wissenschaft- 
lichen Leistungen hier zu wiirdigen, iibersteigt den Rahmen eines 
Nachrufs. Statt dessen sei das Biid des seltenen Menschen fest- 
gehalten, der als unbeugsamer Vorkampfer der Freiheit in seiner 
Heimat wie in weiten Kreisen von Europa und Amerika sich Schiiler 
gewonnen und Freunde um sich geschart hat. 

Dem Professor und Senator hat Musso.ini die journalistische 
Tatigkeit verboten. Aber erst 1943, als nérdliche Methoden auch in 
Italien fiir freie Geister das Leben unméglich machten, als auch die 
wissenschaftliche Produktion verboten und das Leben gefahrdet war, 
ist er, im Gehen behindert, zu Fuss mit Donna Iba, der treuen Ge- 
fahrtin seines Lebens, in die Schweiz emigriert. Hier in Basel, spater 
in Genf hat er das harte Los der Emigranten ohne Widerrede auf 
sich genommen; erst langsam war den Behérden klar zu machen, 
dass diesem illustren Gast eine Ausnahmestellung gebiihre. Kein 
Tag verging untatig. In der Universitatsbibliothek und in der 
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Bibliothek des Wirtschaftsarchivs wurden die lang entbehrten aus- 
landischen Zeitschriften studiert; die Lektiire eines wenig bedeuten- 
den Buches iiber GALIANI veranlasste die Abfassung der bekannten 
kleinen Abhandlung, in der in meisterhafter Kiirze GALIANI als der 
bleibende Lehrer aller italienischen Nationalékonomen vorgestellt 
und am historischen Beispiel die Méglichkeit eines Neuaufbaus der 
Wahrung diskutiert wird; die Lektiire von RostowTzeEw veranlasste 
eine Besprechung, die an der Geschichte Agyptens die Grenzen und 
Gefahren aller Zwangswirtschaft demonstriert. Und nachmittags 
oder abends, wenn die Bibliotheken geschlossen waren, sassen wir 
wohl im einzigen heizbaren Zimmer mit den Damen zusammen; und 
wahrend Donna Ipa mit der Tochter des Hauses zerschlissene 
Socken stopfte, besprachen wir den Fortgang der Weltereignisse und 
erwogen die Stelle, an der der tatwillige Emigrant aufs neue in der 
Heimat am besten sein Wissen und seine Tatkraft nutzen kénne. 
Dann sahen wir uns wieder in der sch6nen Villa der Banca d'Italia 
nahe dem Lateran in Rom. Noch musste er seine kostbare Bibliothek 
vermissen. Aber seine einzigartige Sammlung von altem Meissner 
Porzellan brachte bereits eine persénliche Note in Haus und Ge- 
sprach. Diese persénliche Note hat er dann auch in den Jahren seiner 
Prasidentschaft den von ihm bewohnten Raumen des Quirinals ein- 
zupragen gewusst. Die ganzen Scheusslichkeiten von Mébeln und 
Nippes, welche den Savoiern als Hochzeitsgeschenke ihrer fiirstlichen 
Vettern zugeflossen waren, wurden in Abstellraume verbannt. 
Schéne Gobelins und eigene Mébel aus kostbarem Holz schmiickten 
die grossen Zimmer, und erstmals erhielt der Quirinal eine — Biblio- 
thek. In einem achteckigen Raum ohne Fenster liess der kunst- 
sinnige Prasident durch rémische Handwerker Regale einbauen, 
und da standen seine Schatze, die Erstausgaben, alter Bestand und 
neue Erwerbungen. Das grosse Original des Tableau Economique 
wurde auf dem Boden ausgebreitet, und der Prasident und sein 
Besucher diskutierten unter den heiteren Blicken der Damen ge- 
biickt oder kniend alte und neue Kreislaufprobleme. Der Major- 
domus betreute die Gaste wie einst in kéniglicher Zeit, und Donna 
Ipa regierte in kéniglicher Bescheidenheit die Prasidententafel. 
Zuletzt ein Tag in San Giacomo, in Dogliani. Hier empfing der 
Gutsherr im stillen Stolz dessen, der aus eigener Kraft Stiick fiir 
Stiick des Landes erworben, Fliigel fiir Fliigel des weitraumigen 
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Hauses um die zerfallene Kapelle gebaut hatte. Hier empfing der 
Gelehrte, der in seinem langen Leben eine Bibliothek von mehr als 
50000 Banden gesammelt hatte, darunter die seltensten Erstausga- 
ben nationalékonomischer Werke, die der selbst bibliophile Besucher 
noch nie zu Gesicht bekommen hatte, und einzigartige Sammlungen 
von Flugschriften aus den vielen revolutionaren Epochen Italiens. 
Hier empfing der Lehrer, dem es Freude machte, dem Besucher die 
kleinen und grossen Unterschiede der Ausgaben von SmiTrH und 
RIcARDO zu erlautern, die das Material zu mancher literarischen 
Studie geboten hatten. Hier empfing der vaterliche Freund, der mit 
Lacheln den Flug seiner Tauben verfolgte und ihre Abstammung 
vom Heiligen Geist von Orvieto mit feinem Humor erklarte. Und 
wie immer mit ihm Donna Iba, die Mutter der Sdhne, die fiirsorg- 
liche Betreuerin von Haus und Hof und die immer freundliche Be- 
schiitzerin des manchmal knorrigen Gatten... Wie steigt das auf! 
Bild reiht sich an Bild, und iiber alle Verganglichkeit hinweg ragt 
bindend und verpflichtend das Andenken an einen in Geste und 
Wort echten und vornehmen Menschen. E.S. 


























ENERGIEPOLITIK EUROPAISCHER 
INDUSTRIESTAATEN ODER 
EUROPAISCHE INDUSTRIEPOLITIK?!? 


I. GRUNDPROBLEME JEDER INTEGRATION 


Jede Integration bisher vollkommen oder teilweise souveraner Ge- 
biete lasst Probleme entstehen, welche durch den Gegensatz iiber- 
kommener Partikularinteressen gegen das neue Gesamtinteresse 
Nahrung und Harte und oft Bitterkeit erhalten. Das hat Colbert er- 
leben miissen, damit hatten die Schépfer des deutschen Zollvereins 
wie des italienischen Einheitsstaates sich auseinanderzusetzen und 
das gibt heute noch der Politik der Schweizerischen Eidgenossen- 
schaft ihren besonderen Aspekt und ihre eigene Lebendigkeit —, das 
ist eine unvermeidliche Begleiterscheinung des gigantischen Vor- 
habens eines Zusammenschlusses von zuniachst sechs, demniachst 
vielleicht zehn europaischen Nationalstaaten zu einer wirtschaftlich- 
politischen Gemeinschaft. 

Es hangt von Art und Stufe des jeweiligen Wirtschaftsstils oder 
Wirtschaftssystems ab, auf welchen Gebieten sich vornehmlich die 
Auseinandersetzung abspielt bzw. welche Gebiete am dringendsten 
der Vereinheitlichung bediirfen. Fiir die Bildung der Territorial- 
staaten stand im Vordergrund die zollpolitische Vereinheitlichung, 
der Wegfall von Binnenzéllen, die Verlegung der Zollgrenzen an 
den dusseren Rand des neuintegrierten Raumes — so in Frankreich, 
in Deutschland, in Italien und in der Schweiz, im 17. nicht anders 
als im 19. Jahrhundert. Aber im 19. Jahrhundert, das heisst in der 
Epoche des Hochkapitalismus und bei zunehmender Bedeutung des 
Welthandels, stand daneben die Notwendigkeit der Schaffung einer 
einheitlichen Wahrung und eines einheitlichen Mass- und Gewichts- 
systems — selbst die Schweiz hat sich bei aller Wahrung der Eigen- 
staatlichkeit der Kantone dieser Anforderung der Zeit nicht ent- 
ziehen kénnen. 


1. Die nachstehenden Ausfiihrungen bilden die Unterlage eines Vortrags, der 
am 20.Oktober 1961 beim Steinkohlentag 1961 in Essen gehalten wurde. 
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Im 20. Jahrhundert hat sachlich die Zahl der Gebiete, auf denen 
eine volle Integration sich auswirken und dokumentieren miisste, 
ausserordentlich zugenommen; aber die Schwierigkeiten, die sich 
der Integration hindernd in den Weg stellen, sind in mindestens 
gleichem Ausmass gewachsen. Zwar darf man nicht von heute aus 
die Widerstande unterschatzen, welche in den deutschen wie in den 
italienischen Kleinstaaten sich gegen die Zusammenfiigung der 
Grossgebilde erhoben. Aber sie hatten ihren Ursprung mehr in kul- 
turellen oder in dynastischen Kraften und Befiirchtungen, nicht im 
Bewusstsein einer geschichtlichen Tradition, Verantwortung oder 
Aufgabe. Wie anders heute! Vielleicht mit teilweiser Ausnahme der 
Benelux-Lander sind alle Staaten, die sich in der Europdischen 
Wirtschaftsgemeinschaft zusammengeschlossen haben, ebenso wie 
Grossbritannien, das den Eintritt begehrt, durch die Geschichte 
eines vollen Jahrhunderts zu Tragern eines Nationalbewusstseins 
geworden, das um so starrer sich dussert, je weniger politische Reali- 
tat ihm noch entspricht. Es ist eine der anscheinend noch unaufheb- 
baren Dissonanzen der jetzigen Weltsituation, dass auf der einen 
Seite bisher geschichtslose Volker nationalistisch aufgeputscht wer- 
den und dass auf der anderen Seite die Opfer dieser Putsche, die 
einstmals weltbeherrschenden Nationen, sich nicht von dem Mythos 
des 19. Jahrhunderts befreien kénnen, der ihre Grésse war und ihre 
Schwiache ist. Aber dies ist vielleicht nicht einmal das starkste Hinder- 
nis einer europaischen Integration. Gefahrlicher ist noch die Tat- 
sache, dass in den Nationalstaaten sich ihnen voli entsprechende 
Wirtschaftsunternehmungen und -gruppen gebildet haben, die bis 
1914 mit einigem Grund ihre Interessen mit denen der Volkswirt- 
schaft gleichsetzen konnten und die sich nun bedroht fiihlen, wenn 
der Raum sich verandert und der Schutz sich verringert. Besorgnisse 
und Klagen dieser Art sind als solche nicht neu. Neu aber ist das Ge- 
wicht, das als Ergebnis der Wirtschafts- und Machtkonzentration 
wahrend des Hochkapitalismus Unternehmerverbainde wie Ge- 
werkschaften zur Verteidigung vermeintlich oder wirklich bedroh- 
ter Positionen einsetzen kénnen. 

Bei der Ausarbeitung der R6mer Vertrage ist dieser Situation in 
kluger Weise Rechnung getragen worden. Die Wirtschaftsgemein- 
schaft von Kerneuropa beschrankt sich zunachst auf die Schaffung 
eines einheitlichen Wirtschaftsraums mit angemessenem, massigem 
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Zollschutz?, und sie hat tiberdies mehrjahrige Fristen festgelegt, 
innerhalb derer nach innen und nach aussen das Ziel erreicht wer- 
den soll. Von einer Vereinheitlichung der Wahrung, die nach allen 
geschichtlichen Erfahrungen ein unerlasslicher Schritt ist, wird 
kaum gesprochen’, und trotz aller freundlichen Zusammenkiinfte 
von Wirtschafts- und Finanzministern sind wir auch von der beschei- 
densten Harmonisierung der Wirtschafts-, der Finanz-, der Kon- 
junkturpolitik usw. ebenso weit enfernt wie bei der Griindung. Aber 
so relativ bescheiden die Ziele und die Fortschritte der Globalinte- 
gration einstweilen sind, so bestand doch vor und besteht jetzt inner- 
halb von Kerneuropa eine Teilintegration* auf dem Energiesektor, 
und man hatte daher erwarten kénnen, dass von hier, von der Mon- 
tanunion aus ein Vorstoss in Neuland erfolgt. Wie sieht demgegen- 
iiber die Wirklichkeit aus? 


2. BESTANDSAUFNAHME 


(Juli 1961) 


Die Montanunion, das Werk von JEAN Monnet und vielen weit- 
sichtigen Sachverstandigen der beteiligten Lander, der erste Schritt 
auf dem dornenvollen Weg zur Schaffung der Vereinigten Staaten 
von Westeuropa, hat eine Hohe Behérde fiir den Kohlensektor be- 
stellt, fiir jenen Sektor, der damals angesichts einer erwarteten Man- 
gellage am ehesten einer zentralen Lenkung zuganglich und bediirf- 
tig erschien. Es war damals noch kaum méglich, die Bedeutung von 
Erdél und Erdgas fiir den europdischen Raum, sowohl ihrer Eigen- 


2. Vgl. dazu meine Reden, Friedrich List, Kerneuropa und die Freihandelszone, 
Tiibingen 1960. Franzésische Ubertragung, Lausanne 1961. 

3. Persénlich halte ich den Minimalvorschlag, den ich in den genannten 
Reden S.47f. und in «Fir ein Alignement der Wahrungen», Kyklos, Bd. xm 
(1960), S.453, gemacht habe, durchaus aufrecht. 

4. Fir die theoretische Durchleuchtung des Integrationsproblems ist in deut- 
scher Sprache grundlegend das Werk von R.SANNWALD/J.STOHLER, Wirtschaft- 
liche Integration, das demnachst in zweiter Auflage (Tiibingen/Basel 1961) er- 
scheint; das Literaturverzeichnis dieser Auflage gibt eine Ubersicht auch iiber 
die wichtigsie fremdsprachige Literatur. — Fiir die Problematik der Teilintegra- 
tion ist zu vergleichen das ebenfalls in den Veréffentlichungen der List Gesell- 
schaft erschiencne Buch von G. Ers/P. Rocce, Preispolitik im teilintegrierten Markt 
(Tiibingen/Basel 1958). 
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gewinnung wie ihres Imports, vorauszusehen, und auch eine fried- 
liche Verwendung der Atomenergie schien noch in weiter Ferne zu 
liegen. Als dann wenige Jahre spater die bekannte Veranderung der 
Energiesituation, in ihrer Auswirkung noch verstarkt durch die Ein- 
fuhr der amerikanischen Kohle, einsetzte, hat zwar die Hohe Be- 
hoérde eine partielle Analyse der Marktsituation und eine Energie- 
prognose durchfiihren lassen; aber ihre Kompetenzen wurden nicht 
iiber den an Bedeutung schrumpfenden Kohlensektor hinaus er- 
streckt. Die einigermassen groteske Konsequenz ist, dass trotz der 
Substituierbarkeit der einzelnen Energiearten weiterhin die Kohle 
in den Kompetenzbereich der Montanunion fallt, dagegen die 
Atomenergie in denjenigen von Euratom und alle anderen Energie- 
arten in denjenigen der Europdischen Wirtschaftsgemeinschaft. Es 
ist zwar eine «Interexekutive Arbeitsgruppe» zur Koordinierung 
der Energiepolitik gebildet worden, und diese hat Vorschlage ausge- 
arbeitet, die neue, begehbare Wege zeigen; aber weder haben die 
Mitgliedstaaten, noch deren einflussreiche Interessentengruppen sie 
sich zu eigen gemacht, noch ist die Vereinigung der drei Gremien, 
iiber deren Notwendigkeit sich die verschiedensten Instanzen «im 
Prinzip» einig sind, iiber das Diskussionsstadium hinausgediehen. 
Infolgedessen ist mit Ausnahme des Kohlensektors der ganze Ener- 
giebereich ein Objekt nationaler Wirtschaftspolitik, und diese hat, 
wie nun zu zeigen ist®, von Staat zu Staat verschiedene Auffassungen, 
Formen und Ziele. 

Nur am Rande werden bei diesem Vergleich der Energiepolitik 
die Niederlande und Luxemburg behandelt; denn Luxemburg ist 
reines, Holland iiberwiegendes Konsumland. Die Schwierigkeit der 
Energiepolitik ist dort am gréssten, wo konkurrierende Produktions- 
und Konsuminteressen vorhanden sind und wo eine der Aufgaben 
der Politik in der Gestaltung eines sinnvollen Ausgleichs besteht. So 
ist die Ausgangssituation in Frankreich wie in Italien, in Belgien wie 
in der Bundesrepublik wie in Grossbritannien. 


5. Da es an rechts-, wirtschafts- und ordnungsvergleichenden Studien fehlt, 
war die Beschaffung des Materials nur méglich dank der Hilfe, die mir vom 
Unternehmensverband Ruhrbergbau zuteil wurde. Allen Beteiligten danke ich 
herzlich fiir ihre dornenvolle Mitarbeit. Ich weiss nur zu gut, wie unbefriedigend 
es ist, wenn man sich auf Gesetzestexte stiitzen muss und nicht an die oft viel 
wichtigeren Verwaltungsverordnungen herankommt. 
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Wenn ich bei einem kursorischen Uberblick iiber die Energie- 
politik der genannten Lander die Bundesrepublik an den Schluss 
stelle, so aus dem einzigen Grund, weil hier am wenigsten von einer 
planvollen Energiepolitik gesprochen werden kann und weil daher 
die vorhandenen Modglichkeiten der Politik anderwarts klarer her- 
vortreten. Dabei muss vielleicht noch die generelle Bemerkung vor- 
ausgeschickt werden, dass ausserhalb der Bundesrepublik mit dem 
dort beliebten Gegensatzpaar: entweder freie bzw. soziale Markt- 
wirtschaft oder Dirigismus nicht gearbeitet werden kann. Alle Wirt- 
schaftssysteme des Westens sind im heutigen Stadium des Kapitalis- 
mus Mischsysteme®, und das Urteil tiber die Zweckmiassigkeit der 
Mischung wird iiberall in der westlichen Welt nicht von theoretischen 
Prinzipien, Modellen, Ideologien aus gefallt, sondern entweder vom 
politischen Standpunkt oder von Leistung und Erfolg aus. 

Zunachst Frankreich’. Hier hat sich bekanntlich im Lauf der letzten 
Jahre eine dramatische Entwicklung vollzogen. Das Erdgas von 
Lacq und das Erdol der Sahara haben Frankreich, zumindest fiir 
den Augenblick, zum einzigen westeuropdischen Staat werden las- 
sen, der simtliche Energiearten selbst produziert. Infolgedessen be- 
steht eine Notwendigkeit des inneren Ausgleichs der Energiepolitik. 
Dies ist geschehen durch den Foérderplan des Industrieministers fiir 
die Jahre 1961-1965. Durch ihn wird die expansive Kohlenforder- 
politik, welche die 1948 gegriindeten «Charbonnages de France» 
(Ch.d.F.), die Dachorganisation des nationalisierten Kohlenberg- 
baus, zeitgem4ss inauguriert hatten, beendet und erfolgt eine Um- 
orientierung auf die neue Situation, in welcher auf langfristige Ver- 
sorgung mit Erdgas aus eigenem Boden gerechnet werden kann und 
auflangfristige Versorgung mit Erd6l aus der Sahara gehofft wird. In- 
vestitionen im Kohlenbergbau miissen von nun an aus eigenen Mit- 


6. Eine vergleichende Bestandsaufnahme enthalt das Sammelwerk von RuDOLF 
Fret, Wirtschaftssysteme des Westens. Veréffentlichungen der List Gesellschaft, Bd. 
6/7 (Tiibingen/Basel 1957/59). Leider fehlt eine Studie iiber Frankreich. 

7. Uber Frankreich und Grossbritannien finden sich Angaben auch in dem 
Referat, das Heinz KeceE iiber Die kiinftige Bedeutung der Kohle fiir die Energie- 
wirtschaft auf dem Gewerkschaftstag der IG Bergbau und Energie am 6. Juli 1961 
in Essen gehalten hat. Es ist interessant, hier wie in der Veréffentlichung der 
gleichen IG, «Der westdeutsche Kohlenbergbau im Jahre 1960», festzustellen, 
dass trotz abweichender politischer Zielsetzungen in der Bundesrepublik die 
Situationsanalyse bei Unternehmern und Gewerkschaft identisch ist. 
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teln der Charbonnages erfolgen und sollen vorwiegend der Kohlen- 
verarbeitung, nicht der Kohlenforderung dienen. Fiir die Einfuhr 
von Kohlen aus dem Gemeinsamen Markt ist die Association Tech- 
nique des Importations Charbonniéres (A.T.I.C.) zustandig. Die 
Einfuhr aus dritten Landern ist zwar zollfrei, aber generell lizenz- 
pflichtig, und fiir die lizenzierten Einfuhren ist die A.T.I.C. alleiniger 
Einkaufer, wobei eine Preisausgleichskasse (Caisse de Compensation 
des prix des combustibles minéraux solides) den Preis reguliert. 

Bei der Erdélgewinnung kam aus politischen Griinden eine volle 
Nationalisierung nicht in Frage. Indessen ist der franzésische Staat 
an allen wichtigen Produktionsgesellschaften massgeblich beteiligt®. 
Alle Investitionen miissen von der Commission des Hydrocarbures 
gepriift und genehmigt werden. Erdélsuche und Erdélf6rderung in 
Frankreich und in den Landern der Communauté werden durch das 
staatliche Bureau de Recherches de Pétrole kooridiniert. Fiir die 
Sahara ist — einstweilen — der Code Pétrolier Saharien vom 22. No- 
vember 1958 massgebend. Der Absatz von Rchél und Erdélerzeug- 
nissen erfolgt zur Halfte durch franzésische Produzenten und franzé- 
sischen Handel, zur anderen HAlfte durch die internationalen Gross- 
konzerne. Der Kreis der Importeure von Erdélerzeugnissen ist be- 
schrankt. Die Einfuhr ist belastet durch Zélle, statistische Gebiihren 
und Ausgleichsabgaben. 

Das Erdgas von Lacq wird durch die Société Nationale de Pétrole 
d’ Aquitaine kontrolliert, von deren Kapitalanteilen das Bureau des 
Recherches Pétroliéres mehr als die Halfte besitzt. Der Transport er- 
folgt iiber Leitungen der Gaz de France. Vom Ausgang der Ver- 
handlungen iiber die Sahara hangt es ab, ob zu diesen innerfranzo- 
sischen Erdgasvorkommen noch die ausserordentlich grossen Vor- 
rate der Sahara zusatzlich — ganz oder teilweise — hinzutreten, was 
Frankreich innerhalb von Kerneuropa mit Sicherheit zum Erdgas- 
Exportstaat par excellence werden liesse. 

Fiir die elektrische Energie ist durch das Energiegesetz von 1946 


8.’ An der Union Générale des Pétroles sind drei staatliche Gesellschaften zu 
gleichen Teilen beteiligt. Diese Union ist wiederum mit 60% an der Union In- 
dustrielle des Pétroles beteiligt, die restlichen 40% sind im Besitz der Caltex SA. 
Bei der Compagnie Frangaise des Pétroles verfiigt der Staat iiber 35%, ferner tuber 
10% bei der Compagnie Frangaise de Raffinages, von der iiberdies 55,98% sich 
im Besitz der Compagnie Frangaise des Pétroles befinden. 
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eine Ordnung geschaffen worden, welche jener der Kohle verwandt 
ist. So wie hier die Stahlwerke, so sind dort eine erhebliche Zahl von 
Kraftwerken der Privatwirtschaft iiberlassen. Dagegen ist die Er- 
zeugung, die Fortleitung, die Verteilung und die Ein- und Ausfuhr 
von Elektrizitat der Electricité de France iibertragen, einer ahnlich 
wie die Charbonnages de France aufgebauten Selbstverwaltungs- 
kérperschaft mit insofern beschrankten Rechten, als Kontrolle und 
Planung im Rahmen der gesamten Energiepolitik erfolgt. Da die 
Electricité de France einziger Erzeuger und Verteiler dieser Energie 
ist, steht jeder Abnehmer nur einem Verteiler gegeniiber, bietet die 
Fixierung eines angemessenen Preises keine Schwierigkeit und lassen 
sich neben den Kosten der Stromerzeugung in einem Elektrizitats- 
index auch der Kohlenpreis, der Arbeitslohn und der Index der 
Kosten der Lebenshaltung beriicksichtigen. 

Auf dem Kohlensektor findet sich die Frankreich nachstver- 
wandte Ordnung in Grossbritannien. Ahnlich wie in Frankreich die For- 
derung und die zechengebundene Weiterverarbeitung fester Brenn- 
stoffe durch Gesetz vom 17. Mai 1948 nationalisiert wurde, wodurch 
98% der Forderung den Ch.d.F. unterstellt sind, war schon durch 
den Coal Mining Industry Act vom 12. Juli 1946 der gesamte eng- 
lische Steinkohlenbergbau mit Wirkung vom 1. Januar 1947 natio- 
nalisiert. Der Board stellt die Forderplane auf, entscheidet iiber Still- 
legungen und Investitionen, beliefert als Grosshandler unmittelbar 
die verstaatlichte Elektrizitats- und Gaswirtschaft sowie die Eisen- 
bahnen, hat indirekt ein Monopol fiir die Kohleneinfuhr, da die 
Importkohle auch bei teurem Einkauf zu gleichem Preis wie die 
Inlandkohle verkauft werden muss. Fiir alle inlandischen Kohlen- 
arten erfolgt die Preisbildung nach einem einheitlichen Schema, das 
Heizwert, Formwert, Verwendungszweck usw. beriicksichtigt. 

Fiir Erd6l und Erdgas ist Grossbritannien nahezu ganz auf die 
Einfuhr angewiesen. Im Jahre 1959 betrug die einheimische Erdél- 
forderung zirka 60 000 Tonnen bei einer Raffineriekapazitat von zirka 
40 Millionen Tonnen, war also praktisch bedeutungslos. Dadurch 
dass der Staat an der British Petroleum (BP) beteiligt ist, die 32% 
der Raffineriekapazitat besitzt, ist ihm indirekt ein bescheidener 
Einfluss gesichert. Aber da die Suezkrise gezeigt hat, dass auch beim 
besten Willen der vier internationalen Grosskonzerne (BP, Esso, 
Mobil Oil und Royal Dutch-Shell) die ausreichende Versorgung 
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des nicht mehr weltbeherrschenden Albion nicht gewahrleistet wer- 
den kann, ist es nur zu verstandlich, dass Grossbritannien mehr als 
alle Lander der Welt den Bau von Atomenergie-Kraftwerken voran- 
treibt. Die genannten vier Grosskonzerne iiben einen marktbeherr- 
schenden Einfluss aus, ohne Missbrauch dieses Oligopols. Aus Ost- 
blocklandern findet grundsatzlich keine Einfuhr statt®; die Einfuhr 
von Benzin ist durch hohen Zoll belastet. Fiir die Pipelines fehlt bis- 
her eine generelle Regelung’®; ein Gesetz ist in Vorbereitung. 

Wieder wie in Frankreich, doch in grésserem Umfang ist die briti- 
sche Elektrizitatswirtschaft seit 1947 verstaatlicht. Mit Ausnahme 
von Anlagen, die der Eigenversorgung, und von Werken, die aus- 
schliesslich der Belieferung von Verkehrsunternehmungen dienen, 
sind alle Unternehmungen der Elektrizitatserzeugung und -vertei- 
lung nationalisiert. Der British Electricity Authority, einer zentralen 
Selbstverwaltungskorperschaft, untersteht die gesamte Stromerzeu- 
gung; Area Electricity Boards nehmen die bezirksweise Stromver- 
teilung wahr, ebenso ist ihnen die Forschung und die Entwicklung 
anvertraut. Ihnen obliegt auch im Rahmen der zentral festgelegten 
allgemeinen Tarifbedingungen die Gestaltung des Abnahmepreises, 
sowohl generell fiir ihren Bezirk, wie auch in Sonderabkommen mit 
Einzelabnehmern??. 

Im Gegensatz zu Frankreich und Grossbritannien, aber auch zu 
Belgien und der Bundesrepublik verfiigt Jtalien iiber keinerlei Koh- 
lenvorkommen. Bis in die zwanziger Jahre dieses Jahrhunderts ist 
Italien fiir alle Energiearten reines Konsumland gewesen, und noch 
im Zweiten Weltkrieg war die gesamte italienische Wirtschaft so 
stark vom Import deutscher Kohle abhangig, dass die unversehrte 
Aufrechterhaltung des Verkehrs durch den Gotthard fiir die Achse 
lebenswichtig war und vermutlich mit dazu beitrug, dass die Schweiz 
von einem Uberfall verschont blieb. Diese Situation hat sich auf den 

g. Es gibt derzeit nur eine Ausnahmeregelung fiir eine einzige Firma, die aus 
technischen Griinden auf Ostblockél angewiesen ist. 


10. Bisher ist durch Private Bills, durch von Abgeordneten eingebrachte Ge- 
setze, die Genehmigung fiir bestimmte Projekte und Unternehmungen erteilt 


worden, zuletzt fiir zwei Pipelines der Esso. 

11. Es gilt der Grundsatz, dass gleichen Versorgungsleistungen gleiche Tarife 
entsprechen sollen. Es ist mir nicht bekannt, ob wie in Frankreich in irgendeiner 
Weise Kohlenpreis, Arbeitslohn usw. bei der Fixierung des Preises der elektri- 
schen Energie beriicksichtigt werden. 
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meisten Energiegebieten grundlegend geandert. Fiir die Kohle ver- 
mochte Italien seine Stellung als Importland auszunutzen, indem 
esin Zeiten der Knappheit auf Versorgung aus dem Marché commun 
bestand, dagegen in Zeiten des reichlichen unc billigen fremden An- 
gebots sich anderen Markten zuwandte, wobei ein interministerieller 
Preisausschuss fiir diese Importkohle Héchstpreise festsetzt. Wich- 
tiger noch ist die Tatsache, dass Italien es verstanden hat, auf dem 
Gebiet des Erdéls durch die ENI, an deren Spitze ein Unternehmer 
a la Rockefeller steht, sich eine international bedeutende Stellung zu 
schaffen. Die ENI, eine erst 1953 gegriindete Gesellschaft des 6ffent- 
lichen Rechts, ist Dachgesellschaft fiir Anteile nicht nur des Energie-, 
sondern auch des Transport- und des Chemiesektors. Sie hat mit 
kaum zu iiberbietender politischer Riicksichtslosigkeit als Aussen- 
seiter den internationalen Grosskonzernen im Orient bedeutende 
Positionen weggeschnappt und als Grossimporteur von Ol aus den 
Ostblockstaaten die russische Erdéloffensive gegen den Westen er- 
leichtert. Die Heiz6leinfuhr ist durch Zollbelastung erschwert — die 
Ausfuhr von Heiz6l und Brennstoffen wird durch Preismanipulatio- 
nen der ENI gef6érdert. Da ein Warmedquivalenzpreis von Heizol 
und Erdgas besteht, bedeutet eine Hochhaltung des Heizélpreises 
und ein Druck auf die Treibstoffpreise eine erwiinschte Erhéhung 
der Erdgasgewinne und eine Erleichterung der Ausfuhr von Uber- 
schussmengen zu Dumpingpreisen in die Lander der Wirtschafts- 
gemeinschaft. Hieraus erhellt die zentrale Bedeutung, welche Italien 
begreiflicherweise dem Erdgas beimisst, das in der Po-Ebene, auf 
Sizilien und neuerdings auch in den Abruzzen in unerwarteten Men- 
gen anfallt und das iiber die AGIP, eine Tochtergesellschaft der 
ENI, abgesetzt und wie die Erdélprodukte im Preis manipuliert wird. 

Im Gegensatz zu Erdél und Erdgas ist die Elektrizitatswirtschaft 
in Italien von staatlicher Einflussnahme relativ frei. Es besteht nur 
eine Konzessionspflicht fiir Wasserkraftwerke sowie eine nachherige 
Kontrolle ; ferner wird durch ein interministerielles Preiskomitee eine 
Vereinheitlichung der Tarife angestrebt, wobei die durchschnitt- 
lichen Produktionskosten einer grésseren Zahl von reprasentativen 
Unternehmungen zugrunde gelegt werden. 

Eine Zwischenstellung zwischen der mehr staatswirtschaftlichen 
Ordnung in Frankreich, Grossbritannien und Italien und der pri- 
vatwirtschaftlichen Ordnung der Bundesrepublik nimmt Belgien 
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ein. Der Kohlenbergbau ist zwar in der Hand privater Unterneh- 
mungen; aber seine mangelnde Konkurrenzfahigkeit bringt ihn in 
zunehmende Abhangigkeit von der Kontrolle des Staates und der 
Hohen Behérde. Ausgleichszahlungen der Bundesrepublik und der 
Niederlande in Hohe von rund 240 Millionen pm und Subventionen 
des belgischen Staates in noch grésserem Umfang, welche der Ratio- 
nalisierung des Bergbaus dienen sollten, haben ihren Zweck nicht er- 
reicht!*; daher soll jetzt ein Directoire de Industrie Charbonniére 
geschaffen werden mit weitgehenden Entscheidungs- und Kontroll- 
befugnissen tiber Stillegungen, Investitionen, Felderbereinigung 
usw. Uber eigenes Erdol verfiigt Belgien nicht; der Staat bemiiht 
sich, durch die Gewahrung von zinsverbilligten Krediten die Er- 
richtung von Raffinerien zu fordern. Gesetzliche Vorschriften iiber 
Mindestlagerbestande beim Einfuhrhandel sind ein wirksames 
Mittel, um Aussenseiter fernzuhalten; fiir Einfuhren aus dem Ost- 
block besteht ein besonderes Lizenzierungsverfahren. 

Elektrizitat wird zu 96% durch private Gesellschaften, zu 4% 
durch kommunale Unternehmungen erzeugt. Nur bei der Bewilli- 
gung von Krediten kann der Staat durch seine Finanzierungsinsti- 
tute (u.a. Société Nationale de Crédit al’ Industrie) einen Einfluss auf 
Neuinvestitionen ausiiben. Die Tarife fiir Hoch- und Niederspan- 
nung bis zu 400 kW aufzustellen, zu verandern und den kommunalen 
Werken vorzuschlagen, hat ein Geschaftsfiihrungsausschuss der pri- 
vaten Werke die Befugnis; doch unterliegen sie der jahrlichen Kon- 
trolle eines Ausschusses, in dem Industrie- und Arbeitnehmervertre- 
ter gemeinsam entscheiden. Bei Niederspannungsstrom kann die 
Regierung Hochstpreise normieren; hierbei wird ein Index zugrunde 
gelegt, der u.a. den Preis von Kohle, Kupfer und Blei beriicksichtigt. 

Zuletzt die Bundesrepublik. Hier ist die Forderung der Kohle im 
wesentlichen Sache der Privatwirtschaft. Immerhin entfallt an der 
Ruhr etwa 17% der Férderung auf staatliche Gruben, und der Saar- 
bergbau befindet sich ganz in staatlichem Besitz (74% Bund, 26% 
Saarland). Es gibt keine allgemeine Férderplanung, auch noch kei- 
nen allgemeinen Rationalisierungsplan. Die Absatzorganisation des 
Ruhrbergbaus ist seit Bestehen der Montanunion Streitobjekt. Eine 
einheitliche Absatzorganisation setzt eine Revision von Art.65 des 


12. Die schwierige Situation der Borinage wird demnachst in einer Ver6ffent- 
lichung der List Gesellschaft Jens v. BANDEMER darstellen. 








=—= WD $m) weet AR fr be rn mt A FRR) «(OD =e ab me ge fem at Gate A _ re 2 ae ee! Ue le 





l- 


= 


re ” 





EUROPAISCHE ENERGIEPOLITIK 461 


Montanvertrags voraus. Die Kohleneinfuhr ist jetzt kontingentiert 
aus Nicht-Gemeinschaftslandern; auf das Kontingent iibersteigen- 
den Einfuhren liegt ein Zoll von 20 pM/t. Im Rahmen der Bestim- 
mungen des Unionsvertrags besteht Preisfreiheit; doch ist diese 
Freiheit begrenzt dadurch, dass die Leitung der Wirtschaftspolitik 
den Kohlenpreis — wohl schon langst nicht mehr zu Recht — als einen 
Schliisselpreis ansieht und Preissteigerung zumindest psychologisch 
durch «Seelenmassage» erschwert. 

Auch die Erdélgewinnung liegt in der Hand der Privatwirtschaft, 
gelegentlich mit staatlicher Beteiligung. Aus dem Inland stammen 
jedoch nur 20% des Rohdls. Die inlandische Produktion weist kapi- 
talmassig eine starke Verflechtung mit Kohle, Chemie und Pipeline- 
gesellschaften auf. Ein nennenswerter Anteil an den internationalen 
Olkonzernen besteht meines Wissens nicht; jedoch sind an Feldern 
in der Sahara, Lybien und Kanada neuerdings aussichtsreiche Be- 
teiligungen erworben. Keinerlei gesetzliches Eingriffsrecht besteht 
in die Raffinerieproduktion. 

Der Absatz von Heiz6l erfolgt zu 55° durch internationale Kon- 
zerne, ZU 35°% durch den Grosshandel und zu 10% durch unabhan- 
gige Produzenten. Zum Schutz der Kohle ist das Heiz6l mit einer 
Steuer belegt. Die Einfuhr von Rohdl unterliegt einem Zoll in Héhe 
von 129 DM/t, ist aber mengenmassig nicht beschrankt, mit Ausnahme 
der in Handelsvertragen kontingentierten Einfuhren von Rohdl aus 
Staaten des Ostblocks. 

Da der Preis sich zusammensetzt aus dem Preis des eingefiihrten 
Rohdls zuziiglich dem Zoll und abziiglich einer Riickvergiitung von 
5.06 pM/t, ist entscheidend der Rohdlpreis, der von den einfiihrenden 
Grosskonzernen festgesetzt und zur Zeit auf der Basis ihrer billigsten 
Beschaffungskosten berechnet bzw. manipuliert wird. Im Gegensatz 
zu Frankreich, wo die Pipelines als gewerblicher Verkehrstrager ge- 
setzlichen Normen unterstellt sind, besteht in der Bundesrepublik 
keine gesetzliche Regelung. 

Die Erdgasproduktion, die zu 80% in den Handen der Winters- 
hall AG und der Gewerkschaft Elwerath liegt, soll bis 1965 auf 1 Mil- 
liarde Kubikmeter gesteigert werden, was einer Substitution von 
héchstens 5 Millionen Tonnen Kohle entsprache. Von einzelnen 
Geologen wird jedoch angenommen, dass noch unbekannte Vor- 
kommen der Erschliessung harren und dass gegen Ende dieses Jahr- 
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zehnts das Erdgas ahnliche Bedeutung wie in Frankreich und Italien 
erhalten kénne. Im Gegensatz zum Erdol unterliegt das Erdgas inso- 
fern staatlicher Einflussnahme, als die Erdgasgesellschaften als 
Energieversorgungsunternehmungen grundsatzlich unter alle Vor- 
schriften des Energiewirtschaftsgesetzes fallen (Staatsaufsicht, In- 
vestitionskontrolle, Versorgungspflicht). Der Absatz an die Industrie 
sowie an kommunale und private Ferngasversorger ist steigerungs- 
fahig. Auch wenn die einheimische Produktion wesentlich zuneh- 
men sollte, ist daher ein vielleicht méglicher Import von Sahara- 
Erdgas von erheblichem Interesse. 

Wenn demnach die 6ffentliche Energieversorgung zu erheblichem 
Teil unter Staatsaufsicht steht, so ist doch im Gegensatz zu Frank- 
reich weder die Produktion noch der Absatz der Elektrizitat natio- 
nalisiert. Erzeugung und Verteilung liegen in der Hand von staat- 
lichen, kommunalen, gemischtwirtschaftlichen und privaten Unter- 
nehmungen, wobei durch die starke Stellung des Rheinisch-West- 
falischen Elektrizitatswerks (RWE) die gemischtwirtschaftliche 
Unternehmung der Elektrizitatsversorgung der Bundesrepublik 
ihren besonderen Charakter verleiht. Fiir den Tarifabnehmerpreis 
gelten die Tarifvorschriften des Energiewirtschaftsgesetzes. Chemi- 
sche, metallurgische und andere energie-intensive Abnehmer erhalten 
Rabatte erheblichen Umfangs. Aber in keinem der hier behandelten 
Lander findet eine Publikation der individuell oder kommunal aus- 
gehandelten und in Sondervertragen niedergelegten Spezialtarife 
statt. Es kommt vor, dass bei diesen Spezialtarifen der Kohlenpreis 
einen Masstab fiir die Preisberechnung darstellt. Aber nach meiner 
Kenntnis von Einzelfallen méchte ich annehmen, dass der Kohlen- 
preis, die Léhne, die Zahl der Benutzungsstunden, ihre Verteilung 
iiber Tag und Nacht hin sowie ihre Menge ganz ahnlich wie bei 
Lohnverhandlungen nur als Argumente verwandt werden, mit denen 
die Vertragspartner ihre Machtpositionen begriinden, angreifen 
oder sichern. 


3. ERGEBNIS UND FOLGERUNGEN 
Wer an die Darstellung der Energiepolitik der europadischen Indu- 


striestaaten mit der Meinung herantritt, es sollte sich auf der Basis 
eines allgemeinen Schemas eine vergleichende Ubersicht gewinnen 
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lassen, wird mit Sicherheit bald zu der Einsicht kommen, dass weder 
eine Gruppierung nach den verschiedenen Energietragern, noch 
eine Gruppierung nach Ordnungsgesichtspunkten, noch eine Grup- 
pierung nach der Energieherkunft oder Energieverwendung zu 
irgendeinem Resultat fiihrt. Zu verschieden sind die naturalen und 


‘sind die gesetzlichen Gegebenheiten, zu verschieden sind die tradi- 


tionalen Gewichte und die aktuellen Zielsetzungen, zu verschieden 
sind die Zukunftserwartungen und sind die einsatzfahigen Gréssen 
von Kapital und Arbeit. Und last not least: zu wenig besagen Ge- 
setze und besagt die Gesamtheit des publizierten Materials iiber die 
wirklichen Vorgange, da nicht nur die Preisbildung sich nirgends 
nach einem allgemeinen und gleichen Kostenmodell vollzieht, son- 
dern da die ganze Fiille der direkten und indirekten Beeinflussungs-, 
Férderungs- und Subventionsmassnahmen schlechterdings nicht fass- 
barist. Man konnte allenfalls versuchen, eine Typenfolge aufzustellen 
mit wechselnden Starken des « Dirigismus». Aber abgesehen davon, 
dass gleich zu zeigen sein wird, dass dieses Modewort die wirklichen 
Probleme nicht etwa erhellt, sondern verdeckt und verfalscht, kame 
dabei nicht viel mehr heraus als eine Verdeutlichung einer auch sonst 
bekannten Tatsache: dass Frankreich weniger Angst vor diesem «Diri- 
gismus» hat als die Bundesrepublik — Grossbritannien nimmt eine 
Zwischenstellung ein — und dass deshalb in Frankreich von einer um- 
fassenden Energiepolitik gesprochen werden kann, wahrend die Bun- 
desrepublik sich energiepolitisch durch ein erhebliches Vakuum aus- 
zeichnet. 

Da solche Feststellungen nichts zu einer konstruktiven Erkenntnis 
beitragen, sei ein anderer Weg beschritten. Es sei versucht, von 
einigen grundsatzlichen Uberlegungen aus zum Sonderproblem der 
europaischen Energiepolitik vorzustossen. 


a) Uber « Dirigismus» 


Es gehért zu den schlimmen Nachwirkungen der Zeit des Nazi- 
regimes, dass auf der einen Seite wesentliche Teile der besten Tradi- 
tion in Vergessenheit geraten sind und auf der anderen Seite, hier- 
mit zusammenhiangend, Schlagworte einen leichten Eingang finden. 
Der «Dirigismus» ist von diesen Schlagworten wohl das gefahr- 
lichste. Worum handelt es sich? 
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In aller Geschichte losen sich Perioden von festerer oder lockerer 
Ordnung ab, sowohl in der Politik wie in der Wirtschaft. Mass zu 
halten ist offenbar nur wenigen und grossen Menschen gegeben, und 
daher ist jede Ordnung dauernd in Gefahr, sich zu iibersteigern und 
dann in ihr Gegenteil umzuschlagen. So wird leicht Ordnung zu 
Zwang und Zwang zu Terror, und so wird leicht Freiheit zu Unmass 
und Unmass zu Ziigellosigkeit, und auf die grésste Ziigellosigkeit 
folgt dann wieder die harteste Tyrannis. Das ist keine neue Einsicht 
— das haben von Platon und Aristoteles bis zu Montesquieu und 
Tocqueville, zu Burckhardt und Nietzsche alle politischen Denker 
gewusst und haben aus diesem Wissen heraus die nachfolgende poli- 
tische Entwicklung vorgeahnt und vorgesagt. Da Deutschland durch 
die «tausend Jahre» des schamlosesten, verbrecherischsten Terrors 
hindurch gegangen ist, von dem die Geschichte weiss, ist hier das 
Wissen um die tragische Periodizitat in den Hintergrund getreten 
und ist hier, nur hier, die politische und die wirtschaftliche Wirklich- 
keit, die immer in Bewegung, immer in Entwicklung ist, in einer Art 
von Schwarz-Weiss-Malerei durch eine Reihe ausschliessender Ge- 
gensatzpaare begriffen, gestaltet oder gerade nicht gestaltet wor- 
den. Das ist zu verstehen und — dies muss ich doppelt unterstreichen, 
da ich den Standpunkt nicht teile — ist aller Ehren wert. Aus tiefer 
sittlicher Verantwortung heraus hat EuCKEN zwischen freier Markt- 
wirtschaft und Zentralverwaltungswirtschaft und R6PKE zwischen 
sozialer Marktwirtschaft und Kommandowirtschaft unterschieden 
und hat einer ihrer Gesinnungsgenossen geglaubt, dass aller Sozia- 
lismus einen Weg zur Sklaverei bedeute. Aber bei aller menschlichen 
Hochachtung, die mich mit Eucken verband und mit ROPKE ver- 
bindet, ist doch zu sagen, dass ihre ethische Position zu einer Gefahr- 
dung der Politik und der Wirtschaftspolitik wird, in dem Augenblick, 
in welchem ihre gedankliche Konstruktion («das Modell», sagt man 
jetzt) als voll realisierbare Wirklichkeit gesetzt wird. Man fiihlt sich 
an die beriihmten Diskussionen im Verein fiir Sozialpolitik erinnert, 
in denen Max WEBER gegen jede ihm missliebige These die Ver- 
femung «Werturteil» in den Saal schleuderte, wenn heute nicht nur 
die Neoliberalen, sondern oft auch die Vertreter der Wirtschafts- 
verbande von der Wettbewerbswirtschaft schwarmen, jeden Diri- 
gismus grundsatzlich verp6nen und oft im gleichen Atemzug Hilfs- 
oder Schutzmassnahmen verlangen. Die Phraseologie birgt die Ge- 
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fahr in sich, dass sie zur Unehrlichkeit verfiihrt, und sie macht in 
jedem Falle blind fiir die eigentliche Aufgabe jedes Staates, fiir den 
wesentlichen Inhalt seiner Tatigkeit, fiir die Politik. 

Dies muss gesagt werden, nicht etwa um fiir « Dirigismus» zu wer- 
ben, was noch verhangnisvoller ware als unsachliche Lobgesange auf 
die «soziale» Marktwirtschaft, sondern um darauf aufmerksam zu 
machen: nicht zufallig sind Schlagworte wie « Dirigismus» und wie 
«Interventionismus» moderne Erfindungen vom Boden des Palao- 
oder Neoliberalismus aus, die beide auf den verschiedensten Gebic- 
ten Verdienste und Erfolge aufzuweisen haben, aber beide dem 
Wesen der Politik fremd gegeniiberstehen. So notwendig es zu Zeiten 
ist, um mit Wilhelm von Humboldt zu sprechen: die Grenzen der 
Wirksamkeit des Staates zu bestimmen, so unerlasslich ist auf der 
anderen Seite seine Wirksamkeit als solche. Jede Wirksamkeit, jede 
Politik des Staates aber ist — sofern er sich nicht auf ein blosses laisser 
faire beschrankt, was immer nach langerer oder kiirzerer Frist ins 
Chaos fiihrt —, jede Politik ist eine Art von Intervention in das 
ungeziigelte Spiel der Krafte, ist eine Art von Dirigismus, das heisst 
von Grenze und Mass und Ziel setzender Politik. Darum ist es — 
nicht nur fiir unser besonderes Thema — unerlasslich, die Schlag- 
worte iiber Bord zu werfen und ernsthaft zu ringen um die Méglich- 
keiten einer konstruktiven Politik. Aber nicht nur die Schlagworte 
miissen alsdann fallen, sondern auch manche liebgewordenen An- 
schauungen miissen, auch wenn es bitter ist, iiber Bord geworfen 
werden. 


b) Das Ende der Kohlenzeit 


Gerade wenn man die Auffassung vertritt, dass der Kohle noch fiir 
eine ferne Zukunft eine starke wirtschaftliche Bedeutung zukommt, 
ist vorher die Frage abzuklaren, warum von einem Ende des Kohlen- 
zeitalters gesprochen werden kann und muss. Vielfach ist diese 
These dahin missverstanden worden, als werde die Existenzberech- 
tigung des Kohlenbergbaus geleugnet. Davon kann natiirlich keine 
Rede sein. Worum es sich handelt, ist das Folgende: 

Innerhalb der Geschichte des modernen Kapitalismus pflegt die 
Nationalékonomie im Anschluss an WERNER SOMBART! eine Epoche, 


13. Vgl. WERNER SomBART, Das Wirtschaftsleben im Zeitalter des Hochkapitalismus 
(Miinchen/Leipzig 1927); passim, insbesondere S. 78 ff. 
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die sie Hochkapitalismus nennt und die etwa vom ausgehenden 
18. Jahrhundert bis zum Ausbruch des Ersten Weltkriegs reicht, als 
das Zeitalter der Kohle zu charakterisieren. Dies mit gutem Grund. 
Das stoffliche Zentrum aller friiheren Technik war das Holz gewe- 
sen; soweit Kohle Verwendung fand, war es Holzkohle. Jetzt in die- 
ser Epoche verdrangt die Steinkohle zugleich samtliche animalischen 
und vegetabilischen Leucht- und Heizstoffe und verdrangt bei der 
Eisengewinnung mit solch vielseitiger Wirkung das Holz auch als 
Hilfsstoff, dass SomBarT in der Erfindung des Koksverfahrens den 
Schliissel fiir das Verstandnis der modernen Zeit erblickt. Natiirlich 
sind Holz und Torf so wenig wie Fette und Wachs ganz verschwun- 
den. Aber Eisen und Stahl, Emaille und Blech und Draht, Kohle 
und Koks, Gas und Petroleum sind doch, nachdem einmal der Koks- 
hochofen, der Puddelprozess, die Bessemer-Birne, das Siemens-Mar- 
tin-Verfahren usw. erfunden oder entdeckt waren, in rascher Aus- 
breitung an ihre Stelle getreten. Und nachdem es erstmals gelungen 
war, Anilinfarben aus Steinkohlenteer zu gewinnen, sind auch die 
natiirlichen Farbstoffe sukzessive verschwunden. Es gab kaum ein 
altes Gewerbe, und es gab keine neue Industrie, in der nicht die 
Kohle Verwendung fand, und dank ihrer konnten sich die damals 
modernen Transportmittel schnell entwickeln, die Eisenbahnen und 
die Dampfschiffe fiir Binnenschiffahrt und Hochseeverkehr. 

Allein die Kohle hatte nicht nur stoffliche Bedeutung, sondern ihre 
Verwendung fiihrte zu einer revolutionaren Umgestaltung des Stand- 
orts der Industrien und hiermit zusammenhangend der Struktur der 
Gesellschaft. Bis dahin war das Gewerbe im wesentlichen konsum- 
orientiert, war in den Stadten und ihrer Umgebung angesiedelt und 
hatte — mit Ausnahme der friihkapitalistischen Textilindustrie — in 
diesem stadtischen Produktionsraum seinen gesicherten Absatz. Die 
Kohle aber ist im Hochofenprozess ein reines Gewichtsverlustmate- 
rial!*; im Gegensatz zum Erz geht von der Kohle nichts in das Pro- 
dukt, in den Stahl ein. Daher wurde nicht die Kohle zum Erz, sondern 
das Erz zur Kohle transportiert. Die Kohle entwickelte eine ausser- 
ordentliche Attraktionskraft. An den Kohlenlagern wurden die Hoch- 
6fen errichtet. Wo der Stahl gewonnen wird, ist zur Vermeidung von 
Transportkosten auch der giinstigste Standort der Stahlverarbei- 


14. Ein Terminus von Alfred Weber. Vgl. ALFRED WEBER, Uber den Standort 
der Industrien. Erster Teil: Reine Theorie des Standorts (Tiibingen 1909). 
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tung. Und also entstanden jetzt in England, in Frankreich, in Bel- 
gien, in Deutschland jene ungeheuren und ungeheuerlichen Agglo- 
merationen der Industrie und mit ihnen das industrielle Proletariat. 

Diese Zeit der Attraktionskraft der Kohle und der unvermeid- 
lichen Agglomerationen an den Kohlenlagern ist voriiber. End- 
giiltig voriiber. Vom gesamtwirtschaftlichen, vom gesellschaftlichen 
und vom staatlichen Gesichtspunkt aus diirfen wir wohl sagen: sie ist 
gliicklicherweise voriiber; denn der Bevélkerungssog weniger Indu- 
striezentren hat in ganz Europa im 19. Jahrhundert jene Unstabili- 
tat der gesamten Verhiltnisse geschaffen, welche, verstarkt durch 
das enorme Bevélkerungswachstum, das 20. Jahrhundert zu einem 
Jahrhundert der Weltkriege und Weltrevolutionen hat werden las- 
sen. Es ist kein leichtes Erbe, das wir angetreten haben. 

Das Ende der Kohlenzeit ist in Europa fast unmerklich eingetre- 
ten. Noch in den zwanziger Jahren wurde so gehandelt und so argu- 
mentiert, als ob K6nigin Kohle weiter die Herrschaft habe, wahrend 
in den USA sich bereits deutliche Standortsverlagerungen zeigten 
und wahrend ein produktives Durchdenken der durch die Erfindung 
der Elektrizitat gebotenen Moglichkeiteri zumindest theoretisch auf 
eine Veranderung der Gesamtstruktur hatte hindeuten miissen. 
Denn die Elektrizitat ist nicht Gewichtsverlustmaterial wie die 
Kohle, sondern sie kann bei einem geeigneten Ausbau von Kraft- 
werken und Elektrizitatsnetzen und bei technischer Vervollkomm- 
nung der Stromleitung praktisch tiberall zu gleichem Preis bezogen 
werden; sie ist, wie friiher das Wasser, eine Ubiquitat!5, und sie 
erlaubt die Industrialisierung weiter Gebiete ohne irgendeine Not- 
wendigkeit der Agglomeration’*. 

Was die Elektrizitat eingeleitet hatte, haben Erdél und Erdgas 
vollendet: die Entthronung der Kohle. Wenn in einigen Jahren die 
Atomenergie hinzutritt, so hat dies nur die Bedeutung, dass ein wei- 
terer Energietrager — wahrscheinlich nicht der letzte — die Konkur- 
renz mit dem 4ltesten aufnimmt und zur Deckung des dauernd 
wachsenden Energiebedarfs der Welt beitragt. 


15. Wie Anm. 14. 

16. Ich habe auf diese Tatsache erstmals aufmerksam gemacht in dem Vor- 
trag «Standortsverschiebungen der deutschen Wirtschaft» in dem von B. HARMS 
herausgegebenen Sammelwerk: Strukturwandlungen der deutschen Volkswirtschaft 
(Berlin 1928). 
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Bekanntlich ist in den meisten alten Industriestaaten die Verdran- 
gung der Kohle schon viel weiter fortgeschritten als in der Bundes- 
republik. Kohle und Wasserkraft haben in den Landern der OEEC 
im Jahre 1937 noch 94%, in der Welt noch 76% des Energiever- 
brauchs gedeckt, im Jahre 1958 nur noch 77 bzw. 57%". In Italien, 
Schweden und Danemark liegt der Prozentsatz nur noch um oder 
unter 50, in Grossbritannien und Frankreich um 80; einzig in der 
Bundesrepublik, die 1937 mit 98% den héchsten Prozentsatz auf- 
wies, hat er verhaltnismassig lange seine Hohe gehalten (1950: 
97%); aber der in der Welt schon langer wirksame Trend hat nun 
auch in der Bundesrepublik sich geltend gemacht und hat hier eine 
Problematik geschaffen, die aus verschiedenen Griinden anders ge- 
lagert ist als in den iibrigen europadischen Industriestaaten. Doch in 
einer wesentlichen Hinsicht sind sie schicksalsmassig verbunden: 
Wie die europaischen Grossmachte, deren weltweite Ausbreitung 
die Kohle erméglicht und begleitet hat, genau so biisst die Kohle 
ihre beherrschende Stellung ein, und wie jene muss sie es ertragen, 
dass nicht nur ihre Aussendomianen fallen, sondern dass ihr Kern- 
bestand bedroht ist. Das ist sehr hart, sehr bitter fiir alle, die tradi- 
tionsbewusst sich der Verpflichtung eines grossen Erbes bewusst sind 
und nun unwillentlich zu seiner teilweisen Liquidation mithelfen 
miissen. Aber hier wie dort sagt die Unausweichlichkeit des Vorgangs 
nichts iiber die Form, nichts iiber das Tempo, in dem er sich voll- 
zieht. Und hier wie dort diirfte ein europdischer Zusammenschluss 
fruchtbare und hilfreiche Lésungen von geschichtlicher Dauer ermég- 
lichen, die national nicht nur sehr kostspielig, sondern auch sehr kurz- 
fristig waren. 


c) Privatwirtschaft oder Staatswirtschaft ? 


Wenn wir feststellen, dass die Entwicklung, wenn auch in unter- 
schiedlichem Tempo, doch der Tendenz nach in allen alten Indu- 


17. Der Artikel bringt absichtlich méglichst wenige Zahlen — und gar keine 
Prognosen. Diese stehen in amtlichen und privaten Denkschriften iiberreichlich 
zur Verfiigung und sind ebenso bekannt wie der grésste Teil der einschlagigen 
Literatur. Niitzliche Literaturiibersichten sind zu finden in der fiir ihr Sonder- 
thema grundlegenden Studie von H. Sr. Semwenrus, Energie und Verkehr, Veréffent- 
lichungen der List Gesellschaft, Bd. 18 (Basel/Tiibingen 1960), und neuerdings 
in der Freiburger Dissertation von P.ScHAAL, Méglichkeiten der Anpassung des Stein- 
kohlenbergbaus an die verdnderte Struktur des Energiemarktes (0.O. 1961). 
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striestaaten einschliesslich der USA die gleiche ist, wenn iiberall 
Erdél und Erdgas einen wachsenden Prozentsatz des Energiebedarfs 
decken, wenn iiberall die Herrschaft der Kohle gebrochen ist, dann 
sollte man erwarten diirfen, dass iiberall die Vertreter des Bergbaus 
und die Vertreter der Politik vor genau den gleichen Problemen 
stehen. Dennoch wird man in Frankreich und England vergeblich 
nach einer Stellungnahme fahnden, wie sie zum Beispiel in dem Gut- 
achten des Wissenschaftlichen Beirats beim Deutschen Bundeswirt- 
schaftsministerium niedergelegt ist!*, und ebensowenig gibt es daher 
dort solch herbe Antworten, wie sie dieses Gutachten hervorgerufen 
hat. Woran liegt das? Teilweise natiirlich daran, dass nirgendwo 
sonst das Prinzip des Wettbewerbs mit solch eiserner Konsequenz 
als einzige Richtlinie der Politik anerkannt wird wie hier — ohne Be- 
riicksichtigung der Privat- und der Sozialkosten, die dadurch auf- 
treten kénnen. Aber dies ist nicht der einzige Grund. Der wichtigere 
Grund ist vermutlich der, dass in der Bundesrepublik sich beide 
Seiten davor scheuen, in eines der Tabus hineinzustossen und eine 
gefahrliche Frage zu beriihren — die Frage: Privatwirtschaft oder 
Staatswirtschaft? 

Stellt man diese Frage, so ist es nicht mehr seltsam, dass dort, wo 
der Kohlenbergbau nationalisiert ist, kein verniinftiger Mensch dar- 
an denkt, einen Bestandteil des Staatsreichtums dem Moloch eines 
Modells zu opfern. Ebensowenig ist es iiberraschend, dass bei einer 
Diskussion tiber « Ubernationale Energiepolitik» der englische Be- 
rater der Londoner Petroleum Economics Ltd. mit Nachdruck un- 
terstrichen hat, man diirfe sich nicht darauf verlassen, « dass die freie 
Marktwirtschaft automatisch schon das richtige Resultat hervor- 


18. Vgl. Der Wissenschaftliche Beirat beim BWM, Bd.5. Gutachten vom Januar 
1957 bis Marz 1961, herausgegeben vom BWM (Gottingen 1961). Gutachten 
vom 21.Januar 1961. Thema: «Gedanken iiber die Konzeption einer deutschen 
Energiewirtschaftspolitik», a.a.O., S.g8ff. - Ich verzichte auf Anfiihrung von 
gegenteiligen Stellungnahmen des Bergbaus, obwohl die verschiedenen Artikel 
und Reden von HELMuTH Burckuarpt durch Sachlichkeit und Materialreichtum 
hervorstechen, da ihre gesammelte Veréffentlichung in Aussicht steht. Dagegen 
sei verwiesen auf das dem Bundesverband der Deutschen Industrie erstattete Gut- 
achten des amerikanischen Experten W.J. Levy SA: «Lage und Entwicklungs- 
tendenzen des Weltélmarktes in ihrer Auswirkung auf die Energiepolitik 
Westeuropas, insbesondere der Bundesrepublik» (Drucksache Nr.59 des BDI 
1961). 
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bringen wird!*», und man miisse neben dem Gesichtspunkt der Bil- 
ligkeit den Gesichtspunkt der Sicherheit der Versorgung nicht ausser 
acht lassen?°. 

Indessen besteht gar kein Grund, der grundsatzlichen Diskussion 
auszuweichen. Ganz umgekehrt diirfte die Lage des franzésischen 
wie des englischen Kohlenbergbaus bessere Argumente zugunsten 
der Privatwirtschaft ergeben, als sie je ohne diese Experimente exi- 
stierten. Insbesondere England ist zu beachten. Es diirfte keinen 
Nationalékonomen, der die Verhiltnisse kannte, bis zur Nationali- 
sierung gegeben haben, der ohne diese Massnahme eine wirkliche 
Sanierung des englischen Kohlenbergbaus fiir méglich hielt. Ein der 
modernen Technik vollig inadaquates Bergrecht hatte dazu gefiihrt, 
dass die Zersplitterung des Grundeigentums sich in einer Zersplitte- 
rung der Gruben und Schichte fortsetzte und dass vor dem Zweiten 
Weltkrieg der englische Bergbau hoffnungslos hinter dem deutschen 
und franzésischen zuriickzubleiben schien, denen er nicht nur zeit- 
lich, sondern einstmals auch erfolgsmassig vorangeschritten war?!. 

Kein Zweifel, dass die Nationalisierung mit diesen Misstaénden 
radikal aufgeraumt hat. Aber hat sie die Produktivitat, hat sie die 
Rentabilitat des britischen Bergbaus gesteigert? Vermutlich ja. Ver- 
mutlick ware der britische Bergbau heute in noch misslicherer Lage, 
wenn die Nationalisierung nicht stattgefunden hatte. Aber die Lei- 
stung je Schicht und Arbeiter bleibt jetzt hinter den Ziffern der 
Bundesrepublik zuriick, und die Ursache liegt gewiss nicht in geo- 
logischen VerhAltnissen, die bekanntlich in der Bundesrepublik, ver- 
glichen mit den USA, auch nicht giinstig sind und eine weitere 
Mechanisierung sehr erschweren. Also wird wohl der Bergarbeiter 
in der Privatwirtschaft starker ausgebeutet als in der Staatswirt- 
schaft? Wer solch eine These aus iiberholter Ideologie heraus ver- 
ficht, dem ist mit Argumenten nicht beizukommen. Aber immerhin 
— man k6énnte ja die Lohnhohe und ihre Kaufkraft vergleichen, wie 
es von Luxemburg und Briissel aus geschieht, oder man kénnte einen 


19. Vgl. Ubernationale Energiepolitik. Referate einer Fachtagung der For- 
schungsstelle der Friedrich-Ebert-Stiftung (Hannover 1961). Referat von Dr. 
Paut H.FRANKEL, «Probleme der Welt-Erdélwirtschaft», S.51. 

20. Vgl. ebenda das Schlusswort von Dr. Franz Grosse, S. 129. 

21. Vgl. G.E.Grisarp, Der Britische Kohlenbergbau. Voraussetzungen und Griinde 
der Nationalisierung (Ziirich 1957). 
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Blick in die Wohnungen und Hauser der Bergarbeiter des Ruhr- 
oder des Aachener Gebiets werfen! Dann diirfte so leicht niemand 
mehr von Ausbeutung sprechen — oder wer es doch tut, der sollte 
jedenfalls nicht mehr darauf rechnen koénnen, dass man ihn wissen- 
schaftlich ernst nimmt... 

Mir scheint die Lage sehr eindeutig: Uber politische Forderungen 
lasst sich nur bis zu einem gewissen Grad wissenschaftlich disku- 
tieren; wer daher als Marxist oder als Sozialist fiir Sozialisierung 
eintritt, der verficht ein Glaubensbekenntnis, das jenseits der 
Wissenschaft liegt und das wissenschaftlich so wenig zu wider- 
legen wie zu beweisen ist. Wenn dagegen wissenschaftlich vorgegan- 
gen wird, so diirften die Argumente zugunsten der privaten Unter- 
nehmungen heute stichhaltiger, zahlreicher und wirkungsvoller sein 
als in den Jahren vor und nach dem Ersten Weltkrieg. Denn wahrend 
damals die Gegner mit einigem Recht noch betonen konnten, dass 
in der Privatunternehmung die Interessen der Unternehmer und der 
Aktionare die Vorhand hatten gegeniiber dem Wohl der Arbeiter- 
schaft und oft auch gegeniiber dem Staatsinteresse, hat erstens die 
Privatwirtschaft in der Bundesrepublik nach dem Zweiten Weltkrieg 
eine Leistung vollbracht, die es mindestens mit jeder Leistung ver- 
gleichbarer Staatswirtschaft aufnehmen kann — nach meiner Uber- 
zeugung sie segar iibertrifft. Und zweitens ist die Mehrzahl der gros- 
sen Konzerne heute so sehr «objektiviert??», dass sie das Interesse 
der Gesamtwirtschaft notwendig im Auge behalten miissen und dass 
die Falle, in denen Unternehmer oder Manager eine Unternehmung 
zu privater Bereicherung nutzen oder gar aushohlen, zu Seltenheiten 
geworden sind, die ans Verbrecherische grenzen. 

Einen einzigen schweren Nachteil hat die Privatwirtschaft, hat 
gerade auch die Privatwirtschaft im Bergbau. Wenn fesizustellen 
war, dass in Frankreich wie in England die Kohle mit Selbstver- 


22. Vgl. dazu meine Ausfiihrungen iiber die Veranderung der Eigentums- 
vorstellung in dem vielumkampften Vortrag «Soziologische Aspekte der Kon- 
zentra’ion». Der Sonderdruck aus den Schriften des Vereins fiir Sozialpolitik, 
Bd. 22 (Berlin 1961), hat als Heft 1 der Veréffentlichungen des Instituts fiir Sozial- 
wissenschaften in Basel weite Verbreitung gefunden. — Einen besonderen Hin- 
weis verdient die Antwort der Ordo-Liberalen im letzten Jahrgang des Jahrbuchs 
«Ordo», die recht béhmisch klingt und jedenfalls 6konomisch nur sehr diirftige 
Argumente vorbringt. In anderem Zusammenhang wird dazu noch einiges zu 
sagen sein. 
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standlichkeit staatlichen Schutz geniesst, wogegen sie in der Bundes- 
republik miihsam darum kampfen muss, so sind neben den bisher 
behandelten Griinden auch psychologische Faktoren im Spiel. Er- 
stens hat die alte Abneigung gegen den Herr-im-Hause-Unterneh- 
mer, den es nicht mehr gibt, sich tibertragen auf die Bergassessoren 
als ihre Nachfolger. Und zweitens fallt es schwer, der grossen Offent- 
lichkeit klarzumachen, dass cine Vielzahl von privaten Unterneh- 
mungen, die ihren eigenen Weg gehen und ihren eigenen Nutzen 
suchen, dennoch insgesamt dem Wohl der Allgemeinheit dienen und 
dies vermutlich besser tun, als es ein noch starker biirokratisiertes 
nationales Einheitsunternehmen vermoéchte. 

Vermutlich hat der Kohlenbergbau der Bundesrepublik in dieser 
Hinsicht manches versdumt. Gewiss sind jeder Vereinheitlichung 
durch den Montanunion-Vertrag erhebliche Beschrankungen auf- 
erlegt. Aber ich méchte meinen, dass wichtiger als der Kampf um 
die einheitliche Verkaufsorganisation die friihere Schaffung der jetzt 
geplanten Rationalisierungsstelle gewesen ware. Gerade da ein 
staatlicher Eingriff vermieden werden sollte, wo eine Selbstverwal- 
tungskérperschaft das gleiche leisten kann, méchte ich sagen: auf 
die Dauer wird sich der private Bergbau nur erhalten lassen, wenn 
er den Beweis erbringt, dass er in freiwilliger Beschrankung durch 
gemeinsame Ordnung mehr zu leisten vermag als jede staatliche 
Planbehérde. Solche Selbstbeschrankung ist schwer; denn sie hat die 
Bedeutung, dass die Entscheidungen iiber das Niederbringen neuer 
Schachte oder die Stillegung alter und dass iiberhaupt die Investi- 
tionsentscheidungen nicht mehr im freien Belieben des einzelnen 
Konzerns stehen, sondern einer vorherigen Uberpriifung durch eine 
gemeinsame Planstelle unterliegen. Aber sollte in einer Zeit, in der 
die europdischen Staaten nur durch Aufgabe eines Teils von alten 
Souveranitatsrechten sich in einigen tiberstaatlichen Gebilden am 
Leben erhalten kénnen, nicht auch dem gréssten Konzern der Ver- 
zicht auf einen Teil alter Selbstherrlichkeit zumutbar sein? 

Nach dem Ersten Weltkrieg hat WALTER RATHENAU gemeint, dass 
an der Ruhr sich neue industrielle Herzogtiimer bilden, die an die 
Stelle der alten Feudalgewalten treten. Die Zeit der Herzogtiimer 
ist voriiber. Aber es ist nicht einzusehen, warum die gleichen Unter- 
nehmer, die den Arbeitern gegeniiber geschlossen auftreten, sich 
nicht auch in Fragen der Investition und der Rationalisierung zu- 
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sammenschliessen sollten. Ein Unternehmensverband wird immer 
auf Misstrauen stossen, solange die Offentlichkeit in ihm nur den 
Verfechter von Interessen sieht. Ein echter Verbund, der das Gemein- 
gut der Kohle verwaltet, hatte es gewiss sehr viel leichter, die all- 
gemeine Anerkennung zu finden. 

Man hiatte friiher unbedenklich statt von Gemeingut von «natio- 
nalem Gut» gesprochen. Aber was ist nicht alles in den Jahren des 
Regimes als «nationales Gut» dekoriert worden und was wird nicht 
heute — in allen Landern — zur Deckung von Interessentensorgen und 
-begehrlichkeiten als « national» etikettiert. Allein wie der Wald und 
das Wasser, so ist die Holzkohle und ist der K6éhler nicht zufallig 
Bestandteil uralter Sagen und Marchen, und nur die Entmythologi- 
sierung der Welt hat es nicht in gleicher Weise ins Bewusstsein treten 
lassen, dass auch die Naturschatze der Steinkohle schiitzenswertes 
Gemeingut sind. Die Rechtsform, in der sich ihr Abbau vollzieht, 
hat freilich mit den Zeiten und Vélkern gewechselt und kann es 
weiter tun. Doch liegt mit Sicherheit die beste Wehr gegen unndtige 
Nationalisierung darin, dass sie von ihren jeweiligen Eigentiimern 
und Nutzniessern als kostbares Gut der Allgemeinheit betreut wird. 

Von primiarer Bedeutung ist dann und darum die sachgemasse 
Produktion und die sachgemisse Verwendung. Dass es daran in der 
Vergangenheit vielfach gefehlt hat, wird niemand bestreiten. Beim 
Ubergang zum Hochkapitalismus ist vielerorts Raubbau getrieben 
worden, und die technischen Mittel der Friihzeit haben nun einma! 
nicht einen so rationellen Abbau und eine so rationelle Nutzung er- 
méglicht wie die modernen. Man kann auch zweifeln, ob die Niedrig- 
haltung des Kohlenpreises, wie sie in verschiedenen Landern aus 
sozialen oder politischen Griinden stattgefunden hat, wirklich im 
wohlverstandenen Gesamtinteresse lag. Eher mag ein spaterer Histo- 
riker zu dem Urteil kommen, dass der «soziale» Preis, da er oder 
wenn er die Kosten nicht deckte, dazu gefiihrt hat, dass Unterbilan- 
zen der Kohle durch Gewinne beim Stahl ausgeglichen wurden und 
dass darum in der Zwischenkriegszeit ausserhalb der USA zu wenig 
getan worden ist, um durch technische Verbesserungen den Kohlen- 
bergbau rentabel zu gestalten und ihn dadurch fiir die Konkurrenz 
mit den neuen Energietragern besser zu riisten. Aber wie dieses Urteil 
auch ausfalle — die Tatsache von heute ist, dass die Kohle iiberall 
im Wettbewerb mit Elektrizitat, Erd6l, Erdgas steht und bald mit 
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atomischer, geothermischer und Sonnenenergie stehen wird. Und 
darum sind alle Kohlenlander Europas vor die Frage gestellt: Ist die 
Kohle darum, weil ihr Energiemonopol fiir immer dahin ist, nun 
schutzlos in diesen Wettbewerb hineinzustossen oder ist es eine Még- 
lichkeit und eine Aufgabe der Wirtschaftspolitik, fiir den unvermeid- 
lichen und gesunden Konkurrenzkampf einen gleichmassigen Start 
zu sichern und die Spielregeln festzulegen? 


d) Nationale oder europdische Energtepolitik ? 


Indem die Entscheidung zwischen nationaler oder europaischer 
Energiepolitik gesucht wird, sind im Grunde zwei andere Entschei- 
dungen implizite vorweggenommen. Die erste Entscheidung heisst: 
Energiepolitik ist notwendig, und zwar echte, gestaltende, voraus- 
schauende Politik fiir den ganzen Energiesektor, und nicht bloss be- 
helfsmassige, fallweise, befristete Notmassnahmen. Diese Einsicht 
muss sich jedem aufdrangen, der unvoreingenommen das Wachstum 
des Energiebedarfs und das Ineinander, Nebeneinander und Gegen- 
einander der verschiedenen Energietrager betrachtet?*. Ich ver- 
zichte auf die Nennung von Ziffern des voraussehbaren Wachstums, 
nicht nur weil ihnen der gleiche Unsicherheitsfaktor wie allen Pro- 
gnosen anhaftet**, sondern vor allem darum, weil es wenig interessant 
ist, die verschiedenen Schatzungen nach ihrem Wahrscheinlichkeits- 
gehalt abzuw4gen, wenn sie in einer Hinsicht iibereinstimmen: Ei- 
nigkeit besteht, dass, falls das Wachstum der Weltbevélkerung an- 
halt, dann selbst beim heutigen Stand der Industrialisierung und 


23. Ich darf vielleicht darauf hinweisen, dass ich — natiirlich vergeblich — dies 
schon in meinem nichtkonformen Beitrag zur Festschrift fiir Lupwic ERHARD aus- 
einandergesetzt habe. Vgl. « Uber die Notwendigkeit langfristiger Energiepoli- 
tik», a.a.O., S. 333 ff. 

24. Wenn man den friihen Bericht der sogenannten « Drei Weisen» und den 
der Hartley-Commission heute achselzuckend abtut und den Robinson-Bericht 
der OEEC oder das Uri-Gutachten rithmt, so sollte man nicht vergessen, dass 
die Methoden die gleichen sind und sogar ein Teil des Mitarbeiterstabs der gleiche 
war. Was sich geandert hatte, waren die naturalen Voraussetzungen. Diese aber 
kénnen im nachsten Jahrfiinft sich abermals grundlegend verandern. — Ich ver- 
mag daher auch im « Orientierungspreis», den die Interexekutive Arbeitsgruppe 
vorschlagt, keine dauerhafte Lésung zu sehen. Vgl. dazu H. von DER GROEBEN, 
Koordinierte Energiewirtschaft im nationalen und iibernationalen Rahmen. Referate der 
Friedrich-Ebert-Stiftung, a.a.O., S. 9 ff. 
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erst recht bei ihrer Ausbreitung und ihrem Fortschreiten der Ener- 
giebedarf sich dauernd vergréssern und der klassische Energietrager 
Kohle zu seiner Deckung keinesfalls ausreichen wird. Dennoch aber 
heisst die zweite Entscheidung, die mit unserer Frage vorweggenom- 
men ist: Die Kohle ist weiterhin als Energietréger unentbehrlich, und eine 
Aufgabe der Energiepolitik besteht gerade darin, ihr einen ihrer 
Gemeinbedeutung angemessenen Platz zu sichern. 

REGUut hat in einem Vortrag «Hat die Kohle noch eine Zukunft? » 
die Frage so vorsichtig und klug beantwortet, wie es sich fiir den 
Generaldirektor der Abteilung «Wirtschaft und Energie» der Hohen 
Behérde geziemt?>. Ich stimme vollig seiner Feststellung zu, dass es 
auch in Zukunft einen sicheren Markt fiir die Steinkohle geben wird, 
der durch den Koksbedarf der Hiittenwerke, den Bedarf der Zechen- 
kraftwerke und einen Mindestverbrauch von Hausbrandkohle und 
einen Mindestverbrauch der 6ffentlichen Kraftwerke bedingt ist. 
Aber ich gehe weiter und vertrete — ich glaube: mit gutem Grund — 
die Auffassung, dass dariiber hinaus die Steinkohle bei grésserer 
technischer Aufgeschlossenheit und bei starkerer Mitarbeit am tech- 
nischen Fortschritt als in der Vorkriegszeit sich alte Markte besser 
sichern und neue Markte erschliessen kann. 

Besonderer Nachdruck liegt auf der starkeren Mitarbeit am tech- 
nischen Fortschritt: Die Feststellung diirfte unbestritten sein, dass 
bereits in den letzten 15 Jahren der technische Fortschritt im Kohlen- 
bergbau wesentlich mehr zur Geltung kamalsin der ganzen Zwischen- 
kriegszeit ; ebenso, dass allerdings der Fortschritt, insoweit er den spezi- 
fischen Kokseinsatz je Tonne Roheisen bereits wesentlich verringert 
hat und noch weiter verringern wird, die Nachfrage eher verkleinert 
als vergréssert; schliesslich jedoch, dass schon jetzt durch die Zu- 
sammenarbeit von Kohle und Chemie neue Markte erschlossen und 
neue Kunststoffe erzeugt werden. 

Aber als Okonom, der in technischen Fragen eher Laie ist, doch 
aus internationalen Vergleichen eine Vorstellung der technischen 
Méglichkeiten gewinnt, ist man zur Frage gen6tigt, ob wirklich mit 
hinreichenden Mitteln und gesamthaft die Aufgaben der nachsten Zu- 
kunft angegangen werden. Gesamthaft — damit weise ich wieder auf 
friiher in Hinsicht der Planung Gesagtes zuriick; es ist nicht einzu- 
sehen, warum der privatwirtschaftlich organisierte deutsche Kohlen- 
25. Vgl. Referate der Friedrich-Ebert-Stiftung, a.a.O., S. 25 ff. 
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bergbau nicht ebensogut wie die privatwirtschaftlich organisierte 
franzésische Stahlindustrie durch eine Gemeinschaftsanleihe sowohl 
gemeinsame wie auch Forschungsprojekte der einzelnen Unterneh- 
mungen sollte finanzieren konnen. Aufgaben der nachsten Zukunft: 
Damit ist zum Beispiel gemeint, dass iiberall dort, wo wie in der 
Schweiz die Nutzung der Wasserkrafte bald abgeschlossen ist, der 
Aufbau von thermischen Elektrizitatswerken sich als notwendig er- 
weisen wird; hierbei kann die Steinkohle dann und nur dann der 
gegebene Grundstoff sein, wenn die Transportkosten den Preis ab 
Zeche nur unwesentlich verteuern. Zwar wird es a la longue in allen 
Landern unerlasslich sein, die Bahntarife fiir Massengiiter und ins- 
besondere fiir die Kohle erheblich zu senken. Aber ausgeschlossen 
ist eine Senkung bis nahe an den Nullpunkt. Daher bietet nur der 
Transport durch Pipelines eine denkbare Chance. Fiir eine Entfer- 
nung bis zirka 225 km ist das Problem in den USA technisch und 
dkonomisch gelést. Es gilt also jetzt, die Pipelines nicht den fliissigen 
Stoffen zu iiberlassen, sondern sie fiir den Transport von festen 
Stoffen auf Entfernungen von 750 bis 1000 km zu konstruieren. 
Gelingt dies nicht, so ist zum Beispiel der ganze siiddeutsche Raum 
a la longue fiir die Kohle verloren. Aber warum sollte es nicht trotz 
der erschwerenden Héhendifferenz gelingen? 

Nur in der Uberzeugung, dass die Kohlenwirtschaft noch gewal- 
tiger technischer Neuerungen fahig ist und dass sie darum in der 
Konkurrenz gegeniiber dem O1 sich in wenigen Jahren wird wesent- 
lich besser behaupten kénnen als heute — nur darum lasst sich ein 
besonderer Schutz der Kohle vom Gesichtspunkt der Gesamtwirt- 
schaft aus begriinden, ja fordern. Dies gilt fiir Frankreich und Gross- 
britannien ganz genau so wie fiir die Bundesrepublik. Wenn ich 
friiher sagte, dass die Nationalisierung des Kohlenbergbaus dort gar 
nicht die gleichen Diskussionen hat aufkommen lassen wie hier in 
der Bundesrepublik, so ist nun doch hinzuzufiigen: auch ohne Dis- 
kussion besteht unter der Oberflache die gleiche Problematik. Denn 
keine Nationalisierung, auch keine kommunistische Planwirtschaft 
andert etwas daran, dass unter g.samtwirtschaftlichem Gesichts- 
punkt immer erwogen werden muss, an welchen Stellen der Einsatz 
von Arbeit und Kapital den gréssten Erfolg verspricht, wobei die 
ausgesprochenen Planwirtschaften nur in der einen Hinsicht im Vor- 
teil sind, dass sie von vornherein mit langeren Perioden rechnen diir- 
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fen. Es kann deshalb ein Schutz des einen Energietragers gegen den 
andern nur dann befiirwortet werden, wenn die Aussicht auf seine 
zumindest relative Erstarkung besteht. 

Dies ist ein zentraler Punkt fiir alle einschlagigen Uberlegungen — 
ein Punkt, bei dem mit anderem Inhalt gleiche Fronten gegenein- 
ander stehen, wie friiher beim Kampf zwischen Freihandel und 
Schutzzoll. FrreEpRicH List hat damals den Gedanken des Erziehungs- 
zolls entwickelt. Dieser Gedanke hat auch heute noch seine Giiltig- 
keit; denn wo immer niedriger entwickelte Industrien des einen Lan- 
des sich gegeniiber héher entwickelten eines anderen Landes durch- 
setzen wollen und sollen, bediirfen sie des Schutzes. In der gleichen 
Weise, wie ein Erziehungsschutz im Interesse der Volkswirtschaft liegt, 
genau so kann ein Erhaltungsschutz notwendig sein, wenn mit Hilfe 
dieser Deckung eine technische Entwicklung erméglicht wird, die 
eine spatere Konkurrenzfahigkeit nach innen und nach aussen er- 
laubt. Dieser Erhaltungsschutz ist also eine andere Form oder eine 
Vorstufe des Erziehungsschutzes, und er kann sich daher im wesent- 
lichen der gleichen staatlichen Massnahmen bedienen. 

Der Erhaltungsschutz, wie er hier verstanden wird, hat bewusst 
dynamischen Charakter und ist nicht zu verwechseln mit Bestrebun- 
gen vieler Industriezweige, kraft denen unter der Flagge «Schutz 
nationaler Giiter» sehr private Interessen und meistens sehr ver- 
altete Strukturen ins Museum der wirtschaftlichen Altertiimer 
Aufnahme finden sollen. Dieses Vorgehen, welches heute fiir die 
Landwirtschaftspolitik sehr vieler Lander charakteristisch ist, hat 
nicht nur die Kohle nicht nétig, sondern wiirde keine Volkswirt- 
schaft sich auf langere Frist leisten konnen. Der dynamische Erhal- 
tungsschutz blickt weiter und fordert mehr, sowohl von der Politik 
wie von den Produzenten, als die Notmassnahmen, die zum Beispiel 
in der Bundesrepublik heute in Kraft sind oder erwogen werden. Er 
blickt weiter, da er sich nicht mit befristeter Bekamptung eines mo- 
mentan verfalschten Wettbewerbs begniigt; er fordert mehr, da er 
eine Gesamtkonzeption der Energiewirtschaft voraussetzt, einen Ge- 
samtplan der Energiepolitik beinhaltet und eine durchgreifende, 
weitere Modernisierung der Produktion verlangt. 

Aber dynamischer Erhaltungsschutz ist, so sehr er eine klare Ener- 
giepolitik aller beteiligten Staaten, auch der Bundesrepublik, zur 
Voraussetzung hat, mit Aussicht auf Erfolg und Dauer nicht mehr 
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im nationalen, sondern nur noch im europaischen Raum méoglich. 
So wie im Interesse der Privatwirtschaft eine zentrale Rationalisie- 
rungsstelle des Bergbaus erforderlich ist, so ist im Interesse der in 
verschiedenen Territorien verschiedener Nationen gelagerten Koh- 
lenschatze eine tibernationale, eine europaische Energiepolitik uner- 
lasslich, und jeder irgend bedrohte, also besonders der deutsche 
Bergbau kann seinen eigenen Schutz heute am besten erreichen, wenn 
er die europadische Gemeinsamkeit erkennt und aus ihrem Geist 
heraus die den Staaten der EWG wie Grossbritannien forderlichen 
Massnahmen in Vorschlag bringt?*. Dies aus mehreren Griinden: 

1. Auch wer statt eines europdischen Bundesstaates nur ein 
« Europa der Vaterlander» fiir méglich halt, muss sich klar dariiber 
sein, dass jedes dieser Vaterlander fiir sich allein eine sichere Beute 
der dstlichen Supermacht ware. Ein einheitliches Wirtschaftsgebiet 
ist daher von jedem Standpunkt aus unerlasslich, auch wenn die 
politische Einigung nur als Fernziel verfolgt wird. Jedes einheitliche 
Wirtschaftsgebiet aber nétigt zur Harmonisierung zumindest von 
Teilen der Wirtschaftspolitik. Auf Gebieten, die seit langem in ab- 
weichenden nationalen Bahnen festgefahren sind (Finanzpolitik, ins- 
besondere Einkommens- und Umsatzsteuern usw. ), steht die Schwer- 
kraft des Bestehenden der Harmonisierung entgegen. Gerade der 
Mangel vorausschauender Energiepolitik in einigen und der durch 
die neuen Energietrager erforderliche Wandel der Energiepolitik in 
allen Landern gibt auf dem Energiegebiet eine ungewoéhnliche 
Chance. Die Energiewirtschaft als ganze ist zuganglich und bedarf 
einer harmonischen Regelung in Kerneuropa und in Grossbritan- 
nien. 

2. Erhaltungsschutz bedeutet Schluss mit allen Resten vergange- 
nen Raubbaus und Sorge fiir die Naturschatze der Zukunft. Die 
Experten sind sich nicht einig, ob dies nur fiir die Kohle und nicht 
mancherorts auch schon fiir Erd6él und Erdgas gilt. Aber dies ist ge- 
wiss: je grésser der Raum ist, dessen Naturschatze der Bewirtschaf- 


26. Wahrend diese Zeilen in Druck gehen, erscheint von amerikanischer Seite 
ein iiberaus interessantes Kompendium, dessen Material viele unserer Thesen 
stiitzt: DewHurst/Coprock/YaTEs and Associates, Europe’s Needs and Resources. 
Twentieth Century Fund (New York 1961). — Ebenso von HERBERT F. MUELLER, 
Europdische Energiepolitik, in: Prakt. Energiekunde, Jg.9, S.33 ff. — Vgl. auch vom 
gleichen Verfasser: Energie in Westeuropa (Miinchen 1961). 
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tung unterliegen, um so leichter ist ein Ausgleich zwischen den un- 
gleich verteilten Energietragern méglich und um so langfristiger lasst 
sich planen und produzieren. 

3. Ohne eine europaische Energiepolitik besteht die Gefahr, dass 
jede nationale Energiepolitik, zumindest auf dem Kontinent, durch 
politische Einfliisse scheitert. Wenn beispielsweise das Land A sich 
gegen Erdoleinfuhr aus dem Osten sperrt, jedoch das Land B, das 
gleichfalls zur EWG gehort, durch seine Pipelines Ost6l in Land A 
pumpt, so ist nicht nur das Embargo wirkungslos gemacht. Vielmehr 
ist dann damit zu rechnen, dass der Osten bei nachster Gelegenheit 
die Aufhebung der Diskriminierung im Land A fordert und durch- 
setzt. 

4. Nur eine europdische Energiepolitik kann erreichen, dass wie 
der Kohlenpreis, so auch der Preis fiir Erdél, Erdgas usw. im ganzen 
Raum nur durch die unterschiedlichen Produktions- und Transport- 
kosten differiert. Es wird niemals méglich sein, einen exakten Kosten- 
preis des Erdéls zu berechnen, und es wird sich vermutlich nichts 
daran andern, dass von Zeit zu Zeit gegen den Preis des Erddls als 
gegen einen Monopol- oder Oligopolpreis angegangen werden muss. 
Aber bei einem einheitlichen Willen der europaischen Staaten ware 
leicht zu erreichen, dass der europdische Raum unter gleichen Preis- 
bedingungen arbeitet wie der gréssere Raum der Vereinigten Staa- 
ten. Dort findet bekanntlich seit 1959 eine Kontingentierung der 
Einfuhr von Roh- und Heizél statt, da sonst das billige Mittelostél 
die teurere Produktion von Texas beeintrachtigen witrde. Indem so 
der amerikanische Olpreis vor einem Preiszerfall bewahrt wird, er- 
halt indirekt auch die Kohle einen Schutz gegen allzu bedrohliche 
Olkonkurrenz. Diese Massnahmen in dem grossen Land, das farben- 
blinde Prinzipienreiter noch immer fiir ein Land der freien Konkur- 
renz auf allen Gebieten halten, sind teilweise an der Olschwemme 
schuld, die sich auf den Kontinent und vor allem auf die Bundes- 
republik ergiesst. Es ist aber dann wirklich nicht einzusehen, warum 
entsprechende Massnahmen einer europaischen Energiepolitik ver- 
dammenswiirdig und warum sie weniger erfolgreich sein sollten. 

5. Der gegenwartige Konkurrenzkampf zwischen Kohle und Ol 
lasst allzusehr vergessen, dass in naher Zukunft noch andere Energie- 
trager ihren Anteil am Markt erhalten oder erkampfen werden. Viel 
zu wenig beachtet wird auf dem Kontinent, mit Ausnahme von 
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Italien, die Bedeutung der Sonnen- und der geothermischen Energie. 
Und viel zu wenig bedacht wird die Tatsache, dass die Entwicklung 
der Atomenergie Kapitalien beansprucht von einer Grésse, welche 
die Méglichkeiten aller kleineren und mancher mittleren Staaten 
weit iibersteigt und dass der bisherige Einsatz von Mitteln noch 
keineswegs den Anschluss an den Stand von Grossbritannien, 
geschweige der USA und von Russland gewahrleistet. Zusammen 
mit Frankreich und mit Grossbritannien mag dagegen fiir einen 
europaischen Staatenbund noch eine entfernte Méglichkeit be- 
stehen, den neuen Energietrager der Zukunft fiir friedliche Zwecke 
aus eigener Kraft zu entwickeln und zu nutzen. 

6. Nur in dem grossen Markt der heutigen oder der vergrésserten 
Europaischen Wirtschaftsgemeinschaft ist ein Ausgleich zwischen 
den Interessen der reinen Konsumentenlander wie Italien und der 
vorwiegenden Produzentenlander méglich. Wird statt dessen die 
jetzige italienische Politik fortgesetzt, so ware es kaum vermeidlich, 
dass alle iibrigen Lander sich abkapseln, dass die ihrem Wesen nach 
nicht an Grenzen gebundene Energie zur Aufrichtung kiinstlicher 
Grenzen ndotigt, dass der Erhaltungsschutz aus einem Erziehungs- 
schutz sich in einen gefahrlichen Schutzzoll verwandelt und dass 
hierdurch die Energie als Sprengmittel innerhalb Kerneuropa wirkt. 

7. Es ist nicht nur prinzipientreue Farbenblindheit, sondern auch 
Geschichts- und Sachfremdheit, wenn man fiir denkbar halt, dass 
die Erdélwirtschaft auf langere Zeit sich einem «freien Wettbewerb» 
verschreiben kénnte. Nach aller Erfahrung ist dies durch die Inter- 
essen der Produzenten- und der Konsumentenlander ebenso ausge- 
schlossen wie durch die Interessen der grossen Konzerne. Eine dauer- 
hafte Marktordnung liegt nicht weniger im Interesse des Erdols wie 
im Interesse der Kohle, und also diirfte der Versuch einer euro- 
paischen Energiepolitik mit hoher Wahrscheinlichkeit nach schwie- 
rigen Verhandlungen eine Stiitze in den Interessen aller Beteiligten 
finden. 


4. ABSCHLUSS 


Jede Bestandesaufnahme der derzeitigen Energiepolitik der euro- 
paischen Industriestaaten zeigt, dass von einer Einheitlichkeit keine 
Rede sein kann, obwohl jede echte Integration eine Harmonisierung 
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der Wirtschaftspolitik auf den verschiedensten Gebieten erforderlich 
macht. Unsere Erérterung der Situation des Energiesektors hat in- 
direkt bewiesen, dass die Partialintegration der Montanunion jetzt 
keinerlei Lésung mehr darstellt, dass sie der Interdependenz und der 
Konkurrenz der verschiedenen Energietrager nicht gerecht wird und 
dass sie daher, wie hier hinzugefiigt sei, ohne Erweiterung auf den 
gesamten Energiemarkt einen einzelnen Energietrager, die Kohle, 
in ihrem Bestand eher gefahrdet. Ein doppelter Schluss scheint mir 
daher zwingend: 

Erstens, dass umfassende Energieplanung und Energiepolitik not tut, im 
Interesse jedes beteiligten Staates und im Interesse jedes Energietragers. Und 
zweitens, dass jeder Wille zur europdischen Selbsterhaltung den entschlossenen 
Kampf um eine europdische Energiepolitik fordert. 


Universitat Basel (Schweiz) EpGaR SALIN 





THE RUIN OF ECONOMY 


A case can be made out for saying that economics, as a discipline 
intended to satisfy the mind in part of its curiosity about life, has 
steadily disintegrated for the last third of a century. In that time we 
have seen the beautiful, complete, unified explanation of the eco- 
nomic world, representing it as a selfregulating mechanism for 
continuously pursuing the best that was currently possible for every 
one, eroded and undermined from several directions. That picture 
was based, in the first place, on the concept of perfect competition, 
and niy choice of thirty-four years as the period of gradual debacle 
looks back to a classic article by Mr. Piero Sraffa in the Economic 
Journal, in which he pointed out that the economic theory of that day 
only studied the two extremes of the range of diverse market con- 
ditions under which things can be sold. It recognised pure monopoly, 
and had done so since Adam Smith; moreover, the great French 
mathematical economist Augustin Cournot had given in 1838, in his 
book called Recherches sur les principes mathématiques de la théorte des 
richesses an account of monopoly which underlies all later treatments. 
It recognised also the exact antithesis of monopoly, namely perfect 
competition, the latter being the sale of a good by an indefinitely 
large number of similarly sized firms, and the former being the sale 
of a good by one sole and unique firm with no competitors. In 1926 
Mr. Sraffa called for the study of all the area between these extremes, 
which area, he said, really embraced much the greater part of all 
business in the real world. How right he was. There is, of course, no 
such thing as perfect competition, for this is defined as requiring the 
commodity in question to be perfectly homogeneous, not only in 
those matters which could be tested by a chemist or an engineer, not 
only in the absence of any advantage whatever in the place of sale of 
some specimens of it compared with others, but actually by being free 
even of imaginary differences in the mind of any single consumer. 
There has also to be in the perfectly competitive market instantane- 
ous communication of every price offered or asked to every buyer and 
seller in it. Indeed, that is not really enough. Léon Walras, whose 
Eléments d’ économie politique pure sought to picture the economic world 
as a unity and an organism where everything influences everything 
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else, invented the notion of tdtonnements, of provisional bargains not 
ratified until a final price had been discovered which would clear the 
market and satisfy all buyers and all sellers. What real market, then, 
can meet all these requirements? Again, the monopolist is supposed 
in strictness to have no competitors. If there is only one television 
company, is it not a monopolist? Not quite. I can always spend my 
money on books instead. 

Perfect competition is more than a description of the market for 
each commodity separately. Amongst the markets where it is assumed 
to prevail we can include the factor markets where firms obtain their 
means of production. And we can even add to our definition of perfect 
competition and say that it means costless mobility of all these 
factors, so that when everything in the economic system has reached 
its ultimate adjustment with everything else, in a general equilibrium, 
the price per unit of any one factor will be the same everywhere; each 
firm will be just and only just able to cover its costs of production at 
that output which makes these costs a minimum; and the community 
as a whole will be getting a set of outputs of the various commodities 
and services which, given the corresponding income distribution, is the best 
attainable for everyone. 

This conception of general equilibrium was the great achievement 
of the last third of the 19th century. It was formulated by Walras in 
1874, contributed to, as regards its theory of the sharing of aggregate 
income, by Philip Wicksteed in 1894, refined by Vilfredo Pareto in 
the early years of this century. It asserted a natural, impersonal, self- 
regulating harmony of interests in the whole economic world. It 
showed how available resources would be allocated to this industry 
and that, how income would be shared and how spent to the best 
individual advantage, how saving would ensure progress and how 
even profit had its part to play in ensuring the general optimum. 

It is this picture which the events and the theorising of the last 
thirty years have overthrown. It is the ruin of this great edifice that 
I had in mind when I said that a case can be made out for the pro- 
gressive dissolution of economics. For in these days we no longer 
believe that perfect competition is natural; we no longer think that 
there is anything in perfect competition to guarantee the best, or even 
a fairly just and desirable, sharing of income; we see that this destroys 
any basis for claiming that competitive general equilibrium is a 
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general optimum in any fundamental sense; we have even learned 
that, although the whole purpose of economic theory is to explain 
how men rationally behave in face of all-pervading scarcity, what they 
sometimes do in fact is not even to make full use of the resources that 
are available, but on the contrary they endure massive unemploy- 
ment. And when they are not enduring unemployment, they cannot 
abjure the buying of each other’s votes with inflationary finance 
which makes nonsense of the pricing-system, the very nerve-system 
of equilibrium. 

When, in the early 1930’s, Sir Roy Harrod (as he now is) produced 
his classic articles on imperfect competition with the new tool of 
marginal revenue, and Mrs. Joan Robinson wrote The Economics of 
Imperfect Competition, and Professor Edward Chamberlin The Theory of 
Monopolistic Competition, they believed themselves no doubt to be 
repairing and improving the temple, not blowing it up with gun- 
powder. It was left to Professor Hicks in his Value and Capital to state 
the policy to which he has adhered: once we abandon competition 
as a basis for theory there is little theory left. 

Imperfect competition was a family matter for economists, no 
scandal leaked to the outside world. Not so with unemployment. 
When millions in Britain and tens of millions in America were un- 
employed in 1930 and the following years, and when the national 
income of the United States fell, in money terms, by half, orthodox 
economic theory could not explain what had happened. A few men 
outside the Establishment, in particular J.A. Hobson, were strug- 
gling to hold in focus a vision of the truth. But only one was ready 
with a complete explanation. John Maynard Keynes had already 
published his Treatise on Money, and now he was re-writing it as The 
General Theory of Employment, Intrrest and Money. By its provocative 
brilliance, its grounding of the new in the accepted and familiar, its 
aggressive confident sounding of a trumpet of salvation, and by its 
unmistakeable classic importance, this book was a sensation from the 
moment it appeared, and before. I may be permitted to record the 
feelings of a student who, by a marvellous stroke of fortune, happened 
to have begun his postgraduate work a year before it appeared, and 
so was ready to receive its impact with every sense alert and a mind 
already, for personal intellectual reasons, desperately needing some 
new illumination. 











ee ae 











THE RUIN OF ECONOMY 485 


Rumours of what Keynes was coing filtered out, of course, and 
reached the London School of Economics, where a galaxy of brilliant 
teachers and researchers included F.A. Hayek, J.R. Hicks, A. P. 
Lerner, and Miss Ursula Webb. Hicks was at that time, I believe, 
strongly Hayekian in outlook although he was working on lines of his 
own which led in the end to Value and Capital. Lerner, however, was 
the spy who brought in news of the coming revolution. He had a Leon 
Fellowship at Cambridge, and I suppose it was his tidings which led to 
the planning of a larger expedition. The Joint Seminar of research 
students from London, Oxford and Cambridge was formed, quite 
ad hoc for the express purpose of finding out about Keynes or dissemi- 
nating his ideas, according to which University you happened to 
belong to. It assembled at Cambridge, in King’s College, one famous 
Sunday afternoon in October, 1935, and one member of it, at least, 
underwent almost a spiritual conversion. We heard first a paper by 
Mrs. Joan Robinson, and no other discourse has ever released upon 
my mind so staggering and thrilling a flood of light. At last I under- 
stood. I was released from the torments of my thesis, which struggled 
to explain unemployment in terms of a model of inflation. I tore it up. 
I began again. I joined the elect, for I understood Keynes. (And this, 
at first, put one in rather the position that understanding Einstein 
had done a decade earlier.) After Mrs. Robinson we heard Mr. 
Richard Kahn, Professor Kahn as he now is. He, as Keynes acknow- 
ledged, was almost a co-author of the General Theory. His quiet and 
deadly provocation of those who were not ready to abandon ortho- 
doxy provided me with my first examination in Keynesian economics. 
Could I follow an argument intended to be baffling to those resolved to 
be baffled? Yes. I saw the flash of each bomb as it exploded. 

There are countless explanations of Keynesian economics and I 
shall not add to them here. The best of all is a book called The General 
Theory of Employment, Interest and Money, by J. M. Keynes. The ideal 
would be never to let your students read potted versions until they 
had read the original. A short and deceptively-titled book by Mrs. 
Robinson called An Introduction to the Theory of Employment is not a 
potted version at all, nor a text-book, it is part of the canon. You can 
read also Lawrence Klein’s The Keynesian Revolution which is also 
difficult and also excellent. 

Keynes seemed to many of his contemporaries to be attacking 
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ideas which they valued and venerated. One of these was freedom, 
and here I feel sure they did Keynes a great injustice. Having followed 
where logic led, he had concluded that there is not, in a so-called 
laisser-faire economic system, anything which ensures that full 
employment will be maintained at all times or even restored when it 
has been lost. This is because all that is produced must be sold, if the 
business men are to go on producing it and thereby giving employ- 
ment. It must be sold for what it has cost, that is, the total income of 
all the people in the economy. But if they refuse, as they do, to spend 
100 per cent of this income on buying goods for consumption, the rest 
of the goods, not bought for consumption, must be bought for 
investment, that is, as additions to the economy’s total stockofbuildings, 
machines, roads and so forth. The business men can buy goods for 
investment by borrowing, in their capacity as business men, the 
spare income, the saving, which income-earners, including them- 
selves, have refrained from spending on consumption. But it is only 
in so far as they do order extra machinery and buildings and get them 
produced, and so fill the “‘saving gap’’, that there will be any saving. 
The larger the annual value of investment, the larger the saving gap 
which can be filled, and the larger the economy’s employment and 
real income, up to the point of full employment. Now suppose that 
because the business men see no hope of profit, they will not do 
enough investment. Then the Government must step in and do it 
instead. But (the other economists thought) when the Government 
does things this is waste of public money, this is interference with 
freedom, this is against the liberal spirit of English institutions. So 
Keynes was distrusted in England and even more in America. 

Keynes seemed to be undermining morality and freedom. He was 
decrying the virtue of thrift, and he was advocating Government 
interference in the field sacred to private business. Moreover, he was 
helping to break up the image of the self-regulating, optimum- 
seeking automatic economy that had only to be left alone to do the 
best for everybody. Now that the things he advocated are accepted 
as a matter of course, it is difficult to realise what a dark menace some 
economists saw in his argument. 

I have tried to describe the Keynesian impact on some research 
students of the London School of Economics in the later ’thirties. 
From what did it convert them? From Hayekianism. Was this the 
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antithesis of Keynesianism? Not at all, it only seemed to be. Hayek 
was describing what happens when easy credit in a time of full 
employment leads to over-ambitious schemes of equipment-building, 
to consequent shortage of consumer’s goods and to rising consumers’ 
goods prices, which finally defeat the equipment schemes by bidding 
factors of production away from them, so that they are left half 
finished and stranded. It is strange that this theory gained adherents 
in the ’thirties, when it was scarcely being illustrated anywhere in the 
western world. It is not surprising that it was readily abandoned in 
favour of Keynes. But it has made a dramatic come-back. For since 
the war we have seen in many countries just that steady rise of the 
general price level which comes of trying to do too much with given 
resources. The question has been posed by no less a Keynesian than 
Sir Roy Harrod, whether, after all, industrialisation can be effectively 
carried through by means of inflation and the “forced saving”’ which 
accompanies it, and he has referred to Hayek’s position in this matter. 
We may say that the Hayek-Keynes debate of 1932 was unnecessary, 
for Keynes was discussing deflation and Hayek was describing 
inflation. 

So we come to growth economics, which examines how the 
industrial equipment of a country can be built up, perhaps, from 
almost nothing, and how in this and related ways the standard of 
living can be raised even in the face of rapid increase of population. 
This question is being passionately studied in Western countries, 
partly from genuine goodwill towards the poorer nations of the world, 
but mainly perhaps because if these countries do not get help from 
the West they will get it from elsewhere, and with it an indoctrination 
that seems to threaten our own freedom. If we ask when this or that 
branch of economics was invented, there is never a completely clear- 
cut answer. But there is usually one writer who, with some touch of 
genius, has seen lying about the workshop of his subject a variety of 
odd component parts, seemingly with nothing to connect them with 
each other, and has had a sudden vision of how they can be fitted 
together. This is what happened when Newton or Leibnitz invented 
the differential calculus and perceived its intimate unity with the 
integral calculus which Archimedes had invented thousands of years 
before. In our humbler and immeasurably more confused and fog- 
bound subject, we cannot hope for such superb visions of principles 
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stretching through all heaven and earth and uniting everything. But 
there can be great inventions, and one of these, I would myself say, 
was Sir Roy Harrod’s discovery of the regularly progressive economy. 
I can only guess how this came about. But perhaps Harrod may have 
been struck by the fact that in the Keynesian multiplier we have one 
functional connection between the pace of equipment-building and 
the size of the flow of consumption, and that in the accelerator, 
introduced into economic theory fifty or more years ago, we have a 
second, quite different, functional connection, namely between the 
pace of equipment building and the speed of increase of the con- 
sumption flow. Is it not necessary to reconcile these? And to ask what 
happens if they are for the time being in conflict with each other? 
Out of such questions Fiarrod drew some conditions for the successful, 
steady growth of wealth without violent ups and downs of prosperity 
and employment. These ideas he first proposed in his book The trade 
cycle in 1936, then in the Economic Journal in March 1939, and 
further developed in his Towards a dynamic economics in 1948. Another 
name which is famous in growth economics of this rather abstract 
type is that of Professor Evsey Domar in America. Growth economics 
‘‘in the flesh” have been studied by a host of writers since the war, 
some of them, like Professor Arthur Lewis and Professor W.W. 
Rostow, with a vast historical perspective, others in a more con- 
temporary setting. 

Let us go back to 1930. That year saw the proclamation of a 
movement which, in its broader interpretation, has changed the face 
of economics and raised an acute crisis within it. The application of 
mathematics to economics goes back as far as economics itself. In 
1711 de Ceva published a treatise on the subject in Latin. The first of 
the famous mathematical economists was von Thiinen whose great 
work Der isolierte Staat began to be published in 1826. He described a 
self-contained agricultural community and proposed an algebraic 
wage-rate formula which is inscribed upon his tomb. Augustin 
Cournot was a professional mathematician who turned his attention 
to economics and became, by his Recherches sur les principes mathéma- 
tiques de la théorte des richesses of 1838, one of the acknowledged masters 
of our subject. Alfred Marshall himself was in the first place a 
Cambridge mathematician, one of the famous Second Wranglers 
who became more famous, sometimes, than their Senior Wranglers. 
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The great Swedish economist Wicksell and the majestic Pareto in 
Italy both brought a knowledge of mathematics to bear upon 
economic theory. So, of course, did Maynard Keynes. Yet all this 
while there were great economists with no formal knowledge of 
mathematics, and in Cambridge there had grown up a tradition and 
unwritten law that algebra must be confined to an Appendix. 
Subscribers to this law were Marshall, Keynes and Hicks to name 
only a few of the best known. In 1930, however, the revolution was 
proclaimed. The Econometric Society was formed to encourage and 
to publish the work of those who were prepared to make mathe- 
matics and mathematical statistics the main, overt tools of their 
endeavour. The tools they have used have been far removed from the 
“little potted calculus’ which Marshall said was all you needed. 

The Econometric Society was, of course, a symptom and not a 
cause. Whether it was wholly a good thing for some economists with 
competence in mathematics to segregate their work in a separate 
journal and even to risk a charge of thinking themselves holier than 
others, is, I think, just possibly debatable. But just as mathematics 
was an immense and all but indispensable help to the “marginal 
revolution”’ of the 1870’s, so in our time it has afforded some insights, 
some means of proof and of calculation, which verbal logic would 
have been hard put to attain. Examples are the Leontief matrix 
which does for us quantitatively what the Austrian theory of capital 
in its day sought to do qualitatively; the Theory of Games with its 
proliferant techniques and applications, only a little of which is, as 
yet, plainly relevant to economics; and Linear Programming, the 
modern version of Wieser’s method of analysis which varies the 
relative outputs of goods each made with fixed proportions of factors 
but each differing in these proportions from other goods. 

So much, then, for the decline and fall of economics, which has 
descended from being a fit pursuit for a gentleman in his study, 
something expressible in civilised verbal language and describing a 
world where all was for the best, to being the output of a computing 
factory seeking to show how best the harsh economic strains and dis- 
tresses of the world can be relieved. Now in what time remains, let mc 
try to make out for you a list of the sorts of questions which, in my view, 
any student of economics ought to feel himself in some degree on 
terms with if his economics course, however short, has been a success: 
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1. Since we cannot have as much as we should like of everything, and to have 
more of one thing means ultimately that we must have less of another, how does 
it come about that different goods are produced each week or year in this quantity 
and that, rather than in some different set of quantities? 

2. How does it come about that things exchange for each other in such-and- 
such ratios? 

3. How does it come about that the total value of what is produced in a year 
is shared out in such-and-such proportions amongst different people, or groups 
of people, who have contributed to making it? 


These first three questions belong to the theory of value and distribution. 
They beg one fundamental question: 


4. Is there any guarantee that the ultimate limitation of our economic real 
resources, of land and labour and machines, will always be translated into a full 
use of such resources as we have? If, in a society whose basic method is free enter- 
prise, there is no such guarantee, what is it that can sometimes inhibit full employ- 
ment? If belief in profit opportunities fails, what can re-establish or replace it? 

5. If it is money which destroys Say’s law and divorces demand from supply, 
so that there can at times be supply without sufficient demand, cannot this 
negation of Say’s law work in reverse, so that there can at times be demand 
without sufficient supply? If so, is this all we need to account for inflation, the 
loss of purchasing power by each unit of money? 


Questions 4 and 5 belong to the unified subject of money and employment. 
Money, however, has institutional as well as theoretical aspects: 


6. What are banks, and how do they work? If money is part of the fabric of 
the state, how is it that private firms are allowed to make a profit by manufac- 
turing it? If some citizens can be enriched at the expense of others, if some can 
be impoverished to the benefit of others, by changes in the value or purchasing 
power of money, and if this purchasing power is governed in turn by the quantity 
of money in existence, ought that quantity itself to be governed by the mechanism 
of private profit, and changeable at the will of private profit-seeking interests? 

7. But does not the Bank of England control these interests? Can it do so 
effectively? It is the agent of the Government and acts at the Government’s 
direction. But is the Government itself to be trusted in this matter? A Govern- 
ment is a political party, itself a kind of private interest. It wishes to secure votes 
and retain power. Is it not tempted to buy these votes by means of expensive 
schemes of public welfare which can be paid for by inflationary finance? Ought 
not the Bank of England to be as independent of the Executive as the Judiciary is? 


Questions 6 and 7 belong to a branch of economics to which I would 
like to give a separate identity under the name of money and politics. 
This subject would evidently include far more than the institutional 
aspects of money, and would embrace public finance itself: 
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8. By taxation, borrowing and creation or expunging of money on one hand, 
and by expenditure on the other, the State can direct resources to produce this 
pattern of services and goods rather than that; and can strongly influence the 
sharing of the national income amongst different groups of citizens. What prin- 
ciples ought to be the foundation of policy on these matters? 

g. The world contains rich nations each with growing total wealth and a stable 
population, and poor nations each with stationary total wealth and growing 
population. Does not this endanger the peace and stability of the world? What 
can be done about it? 


Question g is, of course, yet one more link between politics and 
economics, and leads us finally to the question of international 
economic relations: 


10. Specialisation gives the same sort of benefits between nations or regions 
as between individuals and firms. Free trade is best for the world as a whole. 
In case it is less advantageous for some individual nations than a protective 
policy might be, can some system be devised for compensating those who gain 
least in a policy of universal free trade? 


These 10 questions cover, I believe, by some relevant suggestion or 
glimpse, every main aspect of economics as a subject of insistent 
practical concern to all of us. To present the matter in a more 
orthodox way, these 10 questions touch by implication on the 
following recognised divisions of economics: 


I 


Value and distribution (questions 1, 2, 3). This branch of theory dis- 
cusses the supply, allocation and reward of the factors of production, 
and the sharing of their product. In the atomistic or free enterprise 
economy, the explanation of all these things rests on the price-system, 
and the power of the price-system to regulate the free economy (such 
a juxtaposition of words is paradoxical but not selfcontradictory) 
depends in turn on the ideas of diminishing marginal utility of com- 
modities and of diminishing marginal productivity of factors. What is the 
intimate connection of the marginal idea with automatic regulation? 
It is, that automatic regulation depends on the notion that each 
individual person or firm seeks to maximise his own satisfaction, or 
profit, within a frame of law which guarantees equal rights to 
everyone else to do the same. The consequence is balance or equi- 
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librium; and the marginal idea provides the test to tell whether 
maximisation has been achieved. It is merely the principle, used in 
mathematics, of putting the first derivative equal to zero, to find out 
at which values of the independent variable a function can have a 
maximum. 


Ii 


Money and employment (questions 4 and 5). Here we have the total 
general output (of goods of all kinds) divided into those goods which 
do or those which do not directly meet the needs of consumers. Those 
which do not, namely, investment goods, Government purchases, 
and the export surplus, nevertheless generate income when they are 
produced. They are thus able to fill the potential gap between a given 
level of general output and the corresponding level of consumers’ off- 
take. The bigger this multiplicand of non-consumption goods, the 
larger the propensity to save which is compatible with a given level 
of employment and general output (e.g. full employment) ; and the 
smaller the propensity to save, the larger the level of employment 
attainable with a given multiplicand. Unless the multiplicand and 
the propensity to save have such a pair of respective numerical values 
as to give full employment, we cannot apply the whole of the theory of 
value and distribution to explain fully what is donewithin the available 
resources. 


III 


Money, banking and public finance (questions 6, 7, 8). It is quite unortho- 
dox to lump together ‘‘Money and banking” and “‘Public Finance”, 
yet the events and discussions of the last few years and weeks will 
surely have convinced us that this is the logic of the matter. The 
actions of the Bank of England are nowadays the actions of the 
Chancellor of the Exchequer, who publicly accepts responsibility for 
them. The purposes in pursuit of which these actions are taken are 
the very same ones which are envisaged in the Budget, namely, to 
steer a middle course between unemployment and inflation, to keep 
our foreign payments and receipts in equilibrium and conserve our 
stock of gold and foreign currencies, and to encourage the building 
up of our national equipment, both privately and publicly owned, at 
some speed which is for the time being regarded as desirable. The 
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Budget of course has additional aims, especially the re-distribution 
of the national income by progressive taxation and the provision 
thereby of “‘welfare’’ in such forms as education and medical care; 
and the securing of law and order, justice and defence. Not only 
because of this, but for invincible practical reasons, it will still be 
necessary to give separate courses on the technical and institutional 
details of the banking system, on the one hand, and of the national 
Exchequer and its supervision by Parliament, on the other. But there 
ought surely nowadays, in all comprehensive syllabuses of economics, 
to be a course called ‘Political finance and monetary management’, 
with stress on the word “political” and all it means. The decision to 
stop inflation is one of the most courageous polttical decisions that 2ny 
Government could take. 


IV 


Growth economics (question 9). Growth economics, like economics as a 
whole, is a bi-polar subject, containing writers like Sir Roy Harrod 
and Professor Domar who evolve abstract theoretical models by 
exact inference from assumptions, and writers like Professor W. W. 
Rostow, who apply a Toynbeean technique to the historical record 
and produce inductive models typifying what, in their vision, has 
been observed frequently, or always, to happen in fact. Between these 
extremes we find economists such as Professor B.S. Keirstead, whose 
reach of mind embraces both types of procedure and offers a synthesis. 

How do poor countries ever attain a level of saving which can do 
more than just keep pace with the growth of their population? How 
can rich countries help them to make this “take-off inte sustained 
growth”? What do we mean by “balanced growth” and what 
setbacks will occur if care is not taken to maintain it? These are, 
unquestionably, the most vital current questions for the Western 
economic world as well as for the less-developed countries themselves. 


V 


International trade (question 10). International trade has been until the 
last year or two the most fashionable subject amongst British 
economists. Its reign has, perhaps, been ended for the time being by 
the sudden apparent ending of the dollar crisis. By one of those 
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dramatic turns which econometrics has not yet demonstrated its 
ability to foresee, the flow of gold to the United States from the rest of 
the world has been reversed, and the recent outflow from the United 
States has even been causing some concern there. It is far too early for 
Britain to be complacent. Our long-term import and export problem 
is a quite different matter from our immediate position. When all the 
present “‘primary producing” countries are equipped to make their 
own manufactured goods, and are rich enough and populous enough 
to absorb most of their own output of raw materials and food, where 
are we going to find markets for our factories’ output and sources 
whence we can buy with that output the food we cannot grow for 
ourselves? This island cannot by present farming techniques support 
a population of 50 millions from its own soil, except at starvation 
level. International trade will be always with us, a pressing practical 
anxiety and a subject for thought and theory. 

With a very thick crayon and with sweeping strokes I have tried 
to outline for you the course, as I see it, which economic thought has 
taken in Western countries during the last go years, and the shape 
which it presents today. I called this sketch “‘the ruin of economy”. 
In those go years there have been two high winds of change in 
economic thought, that of the 1870’s and that of the 1930’s, each of 
which has bent but not broken off the tree of our subject. Another go 
years will carry us to the exact middle of the 21st century. There will 
be more high winds, and we need not be so foolish as to try and guess 
what direction they will take. I will stick out my neck with just one 
remark. Surely the attitude of aloof self-sufficiency with which 
economics has in the past avoided contact with psychology, anthro- 
pology, sociology and political theory must now end, as it has, indeed, 
been plainly ending through the work, for example, of those who 
have been fortunate enough to spend time at Nuffield or the Be- 
haviourial Sciences Centre at Palo Alto. Much recent work in 
economics has treated man as a computer. Let us also study him as an 
artist, a poet, a mystic, 1 dreamer, in some degree, even in his 
economic activity. 


University of Liverpool G. L. S. SHACKLE 
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SUMMARY 


Economics in Britain, with which this survey is concerned, partook of the tran- 
quillity and moral certainty of the English Victorian age. Like physics, it seemed 
to have attained completeness, only to be shattered by incompatible facts. The 
catastrophic slump of the early 1930’s evoked Krynes’s epochal response, which 
co-incided with the great ferment of ideas arising from the migration of scholars 
from Central Europe. A springtime of thought in economics, cut off by the war, 
has given place to-day to a period of careful and meticulous refining of theory, 
in which process mathematics has had a rapidly increasing part. The immense 
improvement of our statistical resources since the war, if they are used with 
sobriety in a historical perspective, should enable economics to play a respectable 
part in helping statesmen to cope with the world’s immense political-economic 
problems. 


ZUSAMMEN FASSUNG 


Das Zeitalter der K6nigin Viktoria, gekennzeichnet durch Ruhe und moralische 
Festigkeit, wirkte sich auch positiv auf Englands Wirtschaft aus, mit der sich dieser 
Artikel befasst. Wie die Gesetze der Physik, schien die Wirtschaft eine nicht zu 
erschiitternde Vollendung erreicht zu haben. Die katastrophale Depression in 
den dreissiger Jahren brachte Keynes’ epochemachende Antwort, die mit den 
neuen Ideen der aus Zentraleuropa zugewanderten Gelehrten iibereinstimmte. 
Eine Flut neuer Ideen im Gebiet der Wirtschaftswissenschaften, unterbrochen 
durch den Krieg, ist heute einer Zeitperiode gewichen, die durch die Ausarbei- 
tung sorgfaltigster und gewissenhaft durchdachter Theorien gekennzeichnet ist. 
In diesen Theorien kommt der angewandten Mathematik eine immer zuneh- 
mende Bedeutung zu. Die frappante Verbesserung der statistischen Grundlagen 
seit Kriegsende sollte, wenn sie sachlich in einen geschichtlichen Zusammenhang 
gebracht wird, den Wirtschaftswissenschaftern erméglichen, an der Lésung der 
gewaltigen politisch-wirtschaftlichen Probleme der Welt mitzuwirken. 


RESUME 


L’économie de |’Angleterre, qui fait l’objet du présent article, a bénéficié, elle 
aussi, du calme et de la constance des valeurs morales de l’ére victorienne. Tout 
comme la physique, l’économie semblait avoir atteint un degré de perfection la 
rendant inébranlable 4 tout jamais. La dépression catastrophique des années 30 
évoque la célébre réplique de Keynes qui coincidait avec les idées nouvelles des 
savants immigrés de l’Europe centrale. La vague de conceptions nouvelles, dans 
le domaine de l’économie, fut interrompue par la guerre. Elle a fait place aujour- 
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d’hui a une période caractérisée par la mise au point méticuleuse de théories raf- 
finées. Les mathématiques appliquées prennent de plus en plus d’importance dans 
ces théories. Depuis la fin de la guerre, les bases statistiques ont subi une améliora- 
tion frappante. A condition d’étre placées objectivement dans leur contexte histo- 
rique, les ressources statistiques dont disposent actuellement les économistes per- 
mettront a ceux-ci de jouer un réle important en aidant les politiciens 4 résoudre 
les gigantesques problémes politiques et économiques du monde. 
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THE CONCEPT OF ECONOMIC GROWTH 


The purpose of this paper is to clarify certain issues which are 
prominent in discussions of the concept of economic growth. The 
main thesis is that the common practice of basing the definition of 
growth on an omnibus and pseudo-quantitative concept of aggre- 
gate economic welfare is not only untenable but is also unnecessary. 
The first point is widely accepted, but its implications are repressed 
behind protestations of “expediency” and “best approximation”’. 
Acceptance of the second point lacks a careful exposition of an alter- 
native, i.e., the formulation of an operational but more positive and 
less value-laden concept. An attempt in that direction is offered 
here. 


I 


Quantitative analysis is widely regarded as the sine qua non of scien- 
tific social studies. But attempts at the precise measurement of social 
phenomena are almost invariably frustrated, in part by limitations 
on the data available, in part by the very intangibility of most social 
phenomena. The latter introduces an element of arbitrariness into 
the identification of the phenomena analyzed, and an element of 
subjectivity into the observations made. 

Clear and unambiguous definitions are a necessary preliminary 
to any precise analysis. The literature of the social sciences is a test- 
imony to the errors, unnecessary confusions, and prolonged debates 
which can result from ambiguity on the level of basic conceptuali- 
zation. But even explicit and unambiguous definitions can give rise 
to methodological debates. Definitions in the social sciences are 
objected to on any number of grounds, ranging from the broader 
philosophical legitimacy of their implications to their relevance or 
operational meaning in some particular context. While often not 
pertinent such criticism cannot always be conclusively countered. 
Not unexpectedly, an agnostic attitude toward the merit of debates 
over definitions has come to prevail, culminating in the common 
assertion that any definition is acceptable providing only that it is 
“operational” and that it is employed consistently. This assumption 
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is rejected here. It is argued that the synthesis of the outstanding 
contributions to the theory of economic growth and hence the reso- 
lution of the interminable debate over the appropriate approach to 
the analysis of the growth phenomenon, is impeded by the lack of 
a careful and intelligible analysis of the relationships between human 
behavior in a social context and the process of growth. Such analy- 
sis in turn is impeded by the lack of a careful formulation of the 
concept of economic growth which makes it amenable to analysis 
from this point of view. It is hoped that the present discussion will 
help to bridge this gap by setting the concept in a context which 
does emphasize the connection between behavior and this “‘eco- 
nomic” phenomenon. 

This diagnosis of the ills of growth economics is somewhat difficult 
to defend. It is essentially an impression derived from considering 
the conflicting analyses of the problem of artificially stimulating 
economic growth in the so-called underdeveloped areas of the 
world. Various eminent authorities argue that for this purpose the 
analytical categories and the substantive propositions of “‘tra- 
ditional’ economic theory provide uncertain guides to policy makers 
and hence make but a minimal (if positive) contribution to ‘ 1e for- 
mulation of development policies. Such a statement is subject to 
various interpretations. At issue is the adequacy of some not too 
clearly identified body of theory in the context of some not too clearly 
defined problem. However, there seems to be agreement that the 
source of the inadequacy of *‘traditional’’ economic theory is its fail- 
ure to give explicit consideration to the dynamics of human be- 
havior, particularly the significance of differences in traditions, per- 
sonalities, learning aptitudes, and motivations as these manifest 
themselves in observable differences in economic behavior and 
economic performance (even in the context of superficially similar 
“institutional arrangements’). Neglect of the motivational content 
of economic behavior is alleged to involve a systematic neglect (or 
grossly simplified analysis) of the processes by which motivations 
and behavior patterns change or are changed. Thus, it is argued, 
the fundamental problem of economic development is largely ig- 
nored. Existing economic processes in underdeveloped areas are, 
furthermore, allegedly misinterpreted. They are viewed as though 
they were either direct extensions or substantive counterparts of 
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“western” behavior patterns and “western” economic institutions. 
For this reason, such analysis as is carried out on the behavioral 
and motivational levels is said to suffer from a narrow cultural rela- 
tivity. 

It is not clear whether this general argument is to be interpreted 
as implying that economic development poses a new range of pro- 
blems, essentially ‘‘non-economic”’ in character, which economic 
analysis “‘properly defined” is inherently unsuited to deal with, or 
whether it is an economic process, and hence proper subject matter 
for economic analysis, but that “traditional”? economic theory must 
be much modified and generalized to take account of the different 
behavior patterns if is to be adapted for this purpose. The two inter- 
pretations reflect different degress of agnosticism toward received 
economic theory. While the differences between these two inter- 
pretations may be more apparent than real, contrasting them in this 
way makes it apparent that a number of different issues are actually 
involved. At a minimum, the complex argument raises questions 
concerning the nature of the phenomenon being studied, the nature 
of economic theory, and hence the adequacy of existing theoretical 
propositions in the context of the problem being studied. Current 
generalized discussions of economic development are marred by 
considerable ambiguity concerning each of these issues as well as 
confusions resulting from a failure to distinguish among them. 

The subject matter of the present paper is relevant to the first of 
these issues, the nature of the phenomenon being studied. Comments 
on the cther issues are made incidentally and mainly by way of 
indicating the further implications of the conclusions of the paper. 
The concept of economic development is not considered explicitly. 
Rather, the discussion is confined to the concept of economic growth. 
It is frequently argued that these are one and the same concept. One 
conclusion of the present analysis is that they represent different 
types of concepts. The one, economic growth, has essentially objec- 
tive content. It relates to phenomena which can be defined and 
identified in terms of potentially measurable criteria. The other, 
economic development, has essentially subjective content. It implies 
an appraisal of economic performance in terms of criteria which 
reflect personal and social values. While it is possible to define 
uniquely the concept of economic growth, there can coexist simul- 
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taneously many definitions of economic development, among which 
it is not possible to choose without prior selection of a system of 
values. However, the present discussion does have relevance to the 
so-called problem of economic development. It is apparent that at 
the core of all of the concrete proposals for the acceleration of eco- 
nomic development however that may be defined are measures de- 
signed to accelerate what we will define as economic growth. This 
emphasis on the growth phenomenon fer se implies that at least in 
the first instance the economist approaches the problem of economic 
development within the context of a theory of economic growth. 

The assumption that there is a uniquely correct or at least a 
uniquely appropriate definition of economic growth, openly invites 
a very fundamental type of criticism. Economists and other social 
scientists jealously guard their right to define concepts as they see 
fit. Like lexicographers they argue that the meanings of words must 
be essentially flexible, changing and developing with usage and 
with the dictates of the problem being studied. While such an 
operationalist position is attractive because of the emphasis it places 
on flexibility in research, pushed to the extreme it invites intellectual 
anarchy. It provides no guide to the delimitation of the various 
phenomena to be studied in our attempts to develop an integrated 
body of explanatory theory, nor does it assist in solving the already 
imposing problem of interpersonal and inter-disciplinary communi- 
cation. The development of a general theory of economic growth 
presupposes the existence of some discernible “real”? phenomenon 
or process which we can agree unambiguously to call economic 
growth. Thus, it presupposes agreement on a “‘uniquely correct” 
definition of economic growth. If several inconsistent or overlapping 
definitions are regarded as equally admissable this must signify the 
existence of several different (although perhaps related) phenomena, 
each deserving seperate (or joint) study, and each, perhaps, an 
appropriate subject for theory. In the interests of clarity, however, 
each should be distinguished by a different label. 


II 


Many discussions of the concept of economic growth contain a latent 
or expressed feeling that in some pure sense the concept of growth 
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belongs to the vocabulary of the biological sciences'. If true, this 
would suggest that it is used in economics by analogy—a result of 
considering economic units conceptually as if they were growing 
vital organisms. Many examples of similar analogies are to be found 
in the literature of the social sciences. The importance of Social 
Darwinism in the general development of social theory, and, more 
directly, the impact of evolutionary concepts on the so-called whol- 
istic critics of traditional economic theory are well known?. That 
similar ideas had an influence on economists more clearly in the 
mainstream of the development of economic theory is also apparent. 
How else can one explain the organic overtones of certain passages 
in the classics of economic theory? For example, we have the explicit 
statement of ALFRED MARSHALL that: 

‘*Progress”’ or “‘evolution’’, industrial or social, is not mere increase or decrease. 
It is organic growth chastened and confined and occasionally reversed by the 
decay of innumerable factors, each of which influences and is influenced by those 


around it; and every such mutual influence varies with the stages which the 
respective factors have already reached in their growth’. 


Generalizations relating to organicism are hazardous in light of 
the variety of senses in which the term is employed. Uses of organic- 
type concepts range from very literal and rigid organic interpreta- 
tions of society to very superficial almost off-hand analogies with no 
real content or analytical purpose. It is perhaps the literal organic 
interpretation which is most at issue: that is, an interpretation which 
pictures society as a functionally integrated complex entity, in 
which the strict logic of the organism imposes a discipline on the 
individual component units (individual = cells), subjecting them to 


1. Kuznets, for example, is on record as having said: “Growth is a concept 
whose proper domicile is the study of organic units, and the use of the concept 
in economics is an example of that prevalent employment of analogy...’ ““Mea- 
surement of Economic Growth”, Tasks of Economic History, Supplement to the 
Journal of Economic History, vt (1947), pp- 10-34. 

2. See, for example, R. Horstaper, Social Darwinism in American Thought 
(revised edition; Boston, The Beacon Press, 1955); D. Hamitton, Newtonian 
Classicism and Darwinian Institutionalism (University of New Mexico Publications in 
Economics, No. 1; Albuquerque, The University of New Mexico Press, 1953). 

3. A. MARSHALL, ‘‘Mechanical and Biological Analogies in Economics’, 
Memorials of Alfred Marshall, A.C. Pigou, ed. (New York: Kelley and Millman, 


1956), p. 317. 
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control by the whole but denying them any measure of control over 
the whole. Such an approach has commonly been associated with a 
philosophy of social determinism and an attitude of virtual fatalism 
in human affairs which is largely out of harmony with the melio- 
ristic ambitions of the majority of contemporary economists. For 
this reason, rigid organicism has became philosophically unaccepta- 
ble to most economists. More significantly, the observable variety 
and flexibility of economic and social structures, the capacity for 
disorganization and reorganization which appears to be latent in 
any social organization, and the many examples of at least partially 
successful attempts to consciously intervene in and mould the func- 
tioning of the economy, seem to provide an a priori basis for rejecting 
at least the most rigid organic interpretation. The usefulness of such 
an approach to economic and social analysis has been significantly 
questioned in terms of its broad methodological implications‘ and 
its possible specific applications®. 

When the concept of growth is used in an organic context it has 
reference to physical changes in living organisms which exist as 
“natural units’, i.e., as “*... fixed complexes which ordinary exper- 
ience shows us belong together’’*. They can be recognized as physi- 
cal objects possessing mass and describable in terms of measurable 
dimensions. Organisms can ordinarily be classified into more or less 
homogeneous groups on the basis of clusters of characteristics. For 
the members of any group the pattern of physical change which 
accompanies the growth process, while different in detail as external 
and internal conditions provide a more or less favorable environment, 
will be essentially similar in broad contours. Thus, in a general 
sense, there is much repetitiveness in the pattern of change, making 
it possible to abstract out of the life histories of a group of related 
organisms a typical life cycle and growth pattern. Such repetitiv- 
eness makes growth, its pattern and pace, statistically predictable. 
It makes it possible to analyze the growth precess into a sequence of 


4. Cf. F.A. Hayek, “‘Scientism and the Study of Society’’, Economica, New 
Series, Vol. rx (August 1942), pp. 267-291; Vol. x (February 1943), pp. 34-53; 
Vol. x1 (February 1944), pp. 27-39. 

5. Cf. E.T. Penrose, ‘‘Biological Analogies and the Theory of the Firm”’, 
American Economic Review, Vol. xt (December 1952), pp. 804-819. 

6. HAYEK, op. cit., part m1, p. 28. 
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stages of development and maturity, each stage having certain 
rather well defined characteristics. Growth in an organism, then, is 
associated with development into some “mature” form. 

The much quoted authority, W. D’Arcy TuHompson, observes 
that even in biology, “growth is a somewhat vague word for a very 
complex matter’’’. It has been defined “‘in a strict sense” as ‘‘an 
increase in the amount of the organism’s living matter or proto- 
plasm’’*. Physical expansion is common, but perhaps not essential. 
BouLDING’s example of the butterfly may be a case in point. He 
notes: 


... the growth of the butterfly out of the chrysalis involves an actual decline in 
overall dimensions such as weight or volume, but certainly seems to come under 
the general phenomenon of growth or development’. 


Where physical expansion occurs, however, it is invariably accompa- 
nied by structural changes: changes in the form of the organism as 
defined by its relative magnitude in various directions. According 
to D’Arcy THompson, at any moment in time an organism, in its 
physical attributes, can be described by a diagram of forces. The 
balance of forces accounts for the observed structure. From a static 
point of view, the structure itself appears to be a mechanism, a 
device which “‘checks and controls, and guides into determinate 
paths the workings of energy (Newtonian forces) !”’. However, it is 
a mechanism which in itself is subject to systematic change as a 
result of the dynamics of the development and interaction of those 


7. W.D’Arcy Tuompson, On Growth and Form (Second edition; Cambridge, 
The University Press, 1942), p. 15. 

8. “‘... but it is often associated, as in a cucumber, with great accumulation of 
water, or, as in the case of bone, with the formation of much in the way of non- 
living walls around the living cells...’’ J. ARTHUR THOMPSON and Patrick GEDDEs, 
Life: Outlines of Biology (New York, Harper Bros., 1931) as cited in Harlow 
Shapely, Samuel Rapport and Helen Wright, ed., A Treasury of Science (fourth 
edition; New York; Harper and Brothers, 1958), p. 285. 

g. K.E. Boutpina, “Toward a General Theory of Growth’’, Canadian Journal 
of Economics and Political Science, Vol. xxx1 (August 1953), p. 326. In this context, 
however, a distinction might be made between growth, “‘an increase in the amount 
of the organism’s living matter’’, and development, “‘the formation of new and 
complex structures out of the undifferentiated and apparently simple’’. Cf. 
THompson and GEDDEs, of. cit., pp. 285, 289. 

10. THOMPSON, of. cit., p. 291. 
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forces. The resulting changes in structure are the physical mani- 
festations of the growth process. 

The nature of the growth generating forces is difficult to specify. 
They are clearly an aspect of the process of metabolism of proteins 
which is invariably associated with life. Thus, they involve the in- 
gestion of foodmaterial, salts and water, and a “process of diffusion 
and chemical activity within the cell” leading normally to a chemical 
transformation of the material into protoplasm. A situation in which 
there is an excess of “food-income”’ over the “everyday expenses of 
living”’ results in an accumulation of protoplasm and hence growth 
as defined. Organic growth, then, would seem to have a chemical 
aspect and physical manifestations. However, THomMPson and GEDDES 
note that “the power of growth must be taken as a fundamental 
characteristic of organisms, for it cannot as yet be described in 
chemical and physical terms” !?. 

A literal organic growth analogy in economics presupposes the 
possibility of identifying economic units which correspond to the 
“natural units’ of biological analysis—economic “organisms” or 
“super-organisms” which possess distinct and observable dimen- 
sions statistically predictable lifecycles, and the “power to grow”. 
Clearly, social and economic units can at best only be ascribed as 
nominal existence. Patterns of organization, subunits, and “‘boun- 
daries”’ can be identified and described, but only on the basis of 
observed regularities in human behavior. Social units have no in- 
dependent existence. The nature of the “power to grow”’ in either 
case is not clear. However, it is difficult to argue, on the basis of 
available information, that social units (even if they are identifi- 
able) have determinate natural life-cycles which are essentially 
repetitive and hence predictable. Such an hypothesis requires a 
level of abstraction and an historical perspective which render 
empirical testing on the basis of documented history of mankind 
almost impossible!?. For this reason, the organic growth analogy 
can be said to involve an interesting but incompletely formulated 
and probably unusable hypothesis. 


11. THompson and GEDDES, op. cit., p. 284. 

12. Cf. J.J. Spencer, ‘“Theories of Socio-Economic Growth”, Universities- 
National Bureau Committee, Problems in the Study of Economic Growth, S. Kuznets, 
ed. (New York, National Bureau of Economic Research, 1959), pp. 97-101. 
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Indeed to pursue an organic analogy as the basis for interpreting 
the processes by which economic and social units change over time, 
one would have to go beyond the conception of growth per se. It 
would be necessary to develop analogues to the biological concepts 
of mutation and selective evolution, introducing the notions of suc- 
cessive generations, of reproduction and of the impact of environ- 
mental factors on the inheritance and modification of traits (in- 
cluding the possible influences of experimentation and controlled 
by hybridization). With this elaboration of concepts the organic 
analogy loses its simplicity and hence most of its attractiveness. If 
the assumption of a statistically predictable life-cycle could be 
defended then growth analysis could be reduced to an analysis of the 
timing and pattern of structural changes and physical expansion, 
with due consideration given to the influence of alternative environ- 
mental conditions. However, if the possibility of yet unforeseen 
changes in these patterns is admitted, and the possibility of experi- 
mentation to achieve desirable “mutations” and “hybridizations” 
is allowed for, such a simple reduction is not possible. The deeper 
roots of the processes of economic and social change must be probed 
independently of biological studies. A mystical “power to grow” 
cannot be assumed a priori: the processes of economic and social 
change must be decomposed into their elements. For this purpose, 
a literal organic analogy seems to serve no useful purpose. 

This interpretation of the organic growth analogy can perhaps 
be criticized as unrepresentative. A part of the apparent intracta- 
bility of organicism in methodological debates probably derives from 
its essentially chameleonic character. The meaning of the term con- 
tinually changes, often without warning. Thus, it might be argued 
that it is possible to have an “organic point of view” without sub- 
scribing to the organic growth analogy as outlined above. What this 
seems to imply is an opinion that research should be organized 
around an image of the economic unit in question as an integrated 
entity composed in a more or less complex fashion of various func- 
tionally distinct sub-units. This leads to a definition of growth based 
on the physical expansion of the larger entity, and the analysis of 
the functional significance of the various sub-units, the structural 
relationships among these sub-units, and the structural changes 
associated with growth. However, there is no formal organicism: no 
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resort to deterministic causal hypotheses. Any apparent organic 
analogy is completely superficial, a reflection of the emphasis on the 
analysis of the expansion of the whole and the internal structural 
and functional relationships in the expansion process. This is a pos- 
sibility worthy of further consideration. While not carefully articu- 
lated, it can be argued that such a view is implicit in many con- 
temporary analyses of economic growth. 


III 


The term growth generally carries a connotation of quantitative 
increase. Perhaps the most explicit statements that this connotation 
should be critical in interpreting the concept of economic growth are 
to be found in the writings of Professor Kuznets. He argues rather 
forcefully that “‘...economic growth is essentially a quantitative 
concept’’!’, and hence if we are to make substantial progress in the 
empirical and theoretical analysis of the growth phenomenon, 
**...we must consider the quantitative aspect as basic’’!*. This point 
is generally accepted. However, there remains widespread dis- 
agreement as to the magnitude which is in fact the relevant measure 
of growth. Indeed, about the only unifying element in the various 
“quantitative” definitions of economic growth is agreement that 
what ideally should be measured is the contribution of economic 
activity to the achievement of higher states of human welfare. In 
defining economic growth in this sense, it is argued that economic 
activity is purposive activity—that economic activity can only be 
identified and its results measured if there is a prior identification of 
the underlying purpose of that activity. It is admitted that the con- 
cept of purpose is somewhat vague, that a single purpose cannot be 
objectively established but must be imputed, that empirical veri- 
fication of any imputed purpose is impossible, and that by conse- 
quence any of a variety of purposes might be imputed with equal 


13. S. Kuznets, ““Toward a Theory of Economic Growth”’, National Policy for 
Economic Welfare at Home and Abroad, R. Lekachman, ed. (Garden City, Doubleday 
and Co., 1955), p. 16. 

14. S. Kuznets, “Suggestions for an Inquiry into the Economic Growth of 
Nations’’, Problems in the Study 0; Economic Growth, p. 6. 
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scientific impunity. However, it is argued that the imputed purpose 
with the broadest applicability in terms of the long-run ambitions 
of most people, and the one most commonly assumed in economic 
analysis, is the satisfaction of the felt-wants of the individual mem- 
bers of society. While the link between output and want satisfaction 
may be tenuous: 


...Many practical and important purposes are served by regarding... the 
flows of the satisfaction yielding commodities and services... (as)... the true 
objectives counterpart of the subjective state described as welfare. Indeed, the 
world proceeds very much on the assumption that the flow of goods is an accurate 
indicator of economic welfare’. 


Given a broad aggregate welfare concept of economic growth, 
the measurement of growth and hence the operating definition of 
growth must involve the evaluation of economic activity in terms of 
its contributions to the flow of welfare generating want-satisfactions. 
However, the nature of the link between observable economic 
activity and economic welfare so defined has not been empirically 
demonstrated. Any imputed linkage must rest on assumption, and 
alternative assumptions give rise to alternative operating definitions 


of economic growth. It is interesting, in light of the firm rooting of ‘ 


modern growth economics in quantitative methodology, that all of 
the accepted operating definitions of economic growth rest on pro- 
position which cannot be (or at least have not been) subjected to the 
crucial and convincing quantitative test. The result is a variety of 
accepted measures. 

Among these measures the one most widely employed is per 
capita national income. It is argued that given inter-temporal con- 
stancy in the basic wants of human beings, an increase in per capita 
income provides a relatively unambiguous indicator of an improve- 
ment in economic welfare. In general, changes in the inter-personal 
distribution of income are neglected. In part, this reflects a feeling 
that changes in income distribution cannot be relied upon to bring 


15. I.B. Kravis, ‘“The Scope of Economic Activity in International In- 
come Comparisons’’, Problems in the International Comparison of Economic Accounts, 
Conference on Research in Income and Wealth, Studies in Income and 
Wealth, Vol. xx (New York, National Bureau of Economic Research, 1957), 


P. 350. 
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about major changes in aggregate welfare in the long-rua?*. In part 
it may also reflect the interpretation of increases in per capita 
national income as indicative of increases in potential as opposed to 
realized economic welfare!’, and hence an implicit modification of 
the basis concept of economic growth. 

Dissent from this criteron has taken various forms. In some cases 
its logical and ethical foundations have been questioned. Important 
debates have occurred over the welfare interpretations which can be 
placed on statistics of changes in aggregate income, computed from 
market data, using various systems of price weights. Even under 
ideal circumstance, doubt is cast on the possibility of unambiguous 
statements!*. These issues aside, a problem arises in employing the 
per capita income criterion in a situation in which the size of the 
population is changing. Accepting the basic welfare orientation, and 
making the necessary assumption that all human beings are “‘basi- 
cally”’ alike?®, one can still ask which situation represents a higher 
level of welfare: one in which a given population receives a larger 
per capita income or one in which a larger population receives a 
constant per capita income”®. 

Allowing for opposite changes in per capita “satisfaction” and 
the number of persons to be satisfied, it may be necessary (following 
this approach) to define a broader social welfare function which 
includes both as variables. This poses a very knotty problem for 
empirical economics. No method of quantifying such a function has 
yet been demonstrated which is both feasible and defensible. 

It is perhaps in implicit recognition of this dilemma that Kuz- 
NETS, in one of his many contributions, has suggested a two-pronged 
definition of growth: 


16. In this connection Hta Myint’s interpretation of the classical view of the 
welfare problem is interesting. Cf. HLta Myint, Theories of Welfare Economics 
(Cambridge Harvard University Press, 1948). 

17. Cf. J.R. Hicks, “On the Valuation of Social Income”’, Economica, vu 
(New Series), May 1940, pp. 105-124; P.A. SAMuELson, “‘Evaluation of Real 
National Income”’, Oxford Economic Papers, 1 (New Series), January 1950, pp. 1-29. 

18. See below, pp. 69-74. 

19. S. Kuznets, “National Income and Econgmic Welfare‘, Economic Change 
(New York, W. W. Norton, 1953), p. 204. 

20. N.S. BucHanan and H. Extis, Approaches to Economic Development (New 
York, Twentieth Century Fund, 1955), p. 22. 
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For purposes of measurement, economic growth of a nation may be defined as 
a sustained increase in its population and product per capita*?. 

This is not simply an alternative to an increase in aggregate out- 
put as the criterion of growth. Total output might increase with ‘no 
change in population. While the rationale for the two-pronged 
criterion is not made obvious, Kuznets does argue that “...a defi- 
nition of economic growth must reflect common experience”, and 
common experience is that a sustained increase in per capita product 
combined with secular stagnation or decline in population “rarely” 
occurs?*, If theory is to provide a basis for prediction and control, 
it is necessary to sharply distinguish what are effectively separate 
phenomena, in order to identify the nature of possible causal re- 
lationships among them. Many would argue that Kuznets is effec- 
tively combining possible causes with possible effects. Further more, 
it is difficult to see how this definition facilitates measurement. Un- 
less it can be demonstrated that the two components bear a rigid 
relationship to one another, a weighting system has to be devised to 
combine the components into a single aggregate or else the concept 
of a rate of growth becomes meaningless. Thus, given the general 
welfare approach, this raises again the problem of defining a more 
comprehensive social welfare function. While there can be not doubt 
that Kuznets interprets the increase in per capita product as indi- 
cative of an increase in economic welfare, it is not clear from his 
writings that he places the same interpretation on the increase in 
population. By abandonning the relatively simpler per capita in- 
come index, Kuznets, in this instance, renders the growth concept 
more ambiguous. 

Other definitions have been advanced which appear to reject the 
welfare measure in favor of a “‘productivity”’ measure as the criterion 
of growth. For example, Cotin CLark has suggested that “‘the 
primary measure of economic growth must be real income obtained 
per hour worked’’?’, It can be argued that a productivity definition 


21. S. Kuznets, ‘““Toward a Theory of Economic Growth’’, National Policy for 
Economic Welfare at Home and Abroad, R. Lekachman, ed. (Garden City, Doubleday 
and Co., 1955), p. 16 (Italics added). 

22. Ibid., p. 99. 

23. C. Crark, ““Theory of Economic Growth’’, Proceedings of the International 
Statistical Conferences (Washington, D.c., Econometric Society, 1947), Vol. v, 
p. 112. 
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in this sense is actually derived from a welfare definition inasmuch 
as some notion of welfare or purpose is necessary to the definition of 
end product. It is clear from his other works that CLARK does not 
intend to deny such a welfare connection**. 

Still other important exceptions to the per capita income criterion 
can also be noted. Reference has been made to various special indi- 
cators of changes in welfare®®. Objection has also been raised to 
any general neglect of changes in income distribution, and parti- 
cularly failure to put explicit emphasis on the reduction of “crush- 
ing’? mass poverty in the process of rising average levels of income*®, 
These all involve the use of alternate or supplementary indicators of 
success in achieving broad welfare purposes. Thus, they represent 
no real exception to the general welfare orientation of the growth 
concept. It is this orientation which is of particular interest here. 
While occasional exceptions are to be noted, a welfare orientation is 
typical of the economists’ approach to the definition and measure- 
ment of growth. 


IV 


The particular welfare concept involved in defining the concept of 
economic growth reflects the impact of the utilitarian philosophical 
tradition on the development of economic theory. Absolute good is 
attributed to the individual, his freedom of choice and his wishes or 
desires. While this is the formula for classical political liberalism, 
by formalizing individual choices into a conceptual framework of 
maximizing utility, it also provides the formula for a variety of 
central planning. If utility can be conceptually identified and an 
index to its maximization defined, and if the maximization of utility 
is prescribed as the ultimate objective of economic policy, it would 
follow that normative judgments could be made on a level of pure 
objectivity. Hicks makes this explicit: 


24. See the introduction to Conditions of Economic Progress (Second edition; 
London, Macmillan and Co., Ltd., 1951). 

25. Cf. N.S. BucHANAN and H.S. Eis, Approaches to Ec ic Development 
(New York, The Twentieth Century Fund, 1955), p. 7. 





26. Cf. J. Viner, International Trade and Economic Development (Glencoe, Illinois, 
The Free Press, 1952), pp. 126-128. 
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If the general aim of the economic system is the satisfaction of consumers’ 
wants, and if the satisfaction of individual wants is to conceive of as a maximizing 
of Utility, cannot the aim of the system be itself conceived of as a maximizing of 
Utility, Universal Utility as Eocewortu called it? If this could be done, and some 
measure of universal utility could be found, the economists’ function could be 
widened out, from the understanding of cause and effect to the judgment of the 
effects—whether from the point of view of want satisfaction they are to be judged 
as successful or unsuccessful, good or bad”’. 

The aggregate welfare definition of economic growth derives 
directly from something approximating this concept of “Universal 
Utility”. Aggregate welfare is defined as a quantitative concept; as 
a phenomenon which “...can be brought under the category of 
greater or less’**. The quantity which changes in the process of 
growth is precisely this quantity of aggregate economic welfare. 
Therefore the measurement of economic growth involves the meas- 
urement of changes in aggregate economic welfare. This is taken to 
mean a quantification of the neo-classical concept of real income. 
The flow of goods and services—the concrete results of economic 
activity—are significant only as the physical counterparts of psychic 
want-satisfactions. An assumption must be made concerning the 
relationship between the quantity of each good or service and the 
resulting flow of want satisfactions, and, for purposes of aggregation, 
the goods must be assigned relative weights on this basis. In national 
income accounting it is usually assumed that relative market prices 
provide a set of weights suitable for this purpose. 

Severe conceptual problems arise in attempting to justify this “ 
accounting procedure. If economic growth is to be defined as a 
realized increase in economic welfare, it is necessary to demonstrate 
that the resulting statistics are an un-ambiguous indicator of in- 
creases in economic welfare. Rejecting JEvons’ hypothesis that it is 
possible to devise (intuitively or otherwise) an independent measure 
of the welfare content of a given set of goods, the problem resolves 
into demonstrating that the required inferences can be made from 
observed behavior, and particularly from recorded quantities pur- 
chased and prices paid at various points in time. 


27. J.R. Hicks, A Revision of Demand Theory (Oxford, Clarendon Press, 1956), 
p. 6. 

28. A.C. Picou, The Economics of Welfare (London, Macmillan and Co., Ltd., 
1920), p. 10. 


5 
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Much has been written on the welfare interpretation of price- 
quantity data?®. In the case of a single individual (if it is possible 
to assume that his preferences do not change and that they can be 
represented by a set of well-behaved indifference surfaces), reason- 
ably unambiguous conclusions relating to levels of welfare can be 
made from observed price-quantity data, if actual choices have been 
made**. However, these conclusions are not very interesting. This 
case represents a special limiting case of the more general multi- 
individual case. In the general case, the inferior and superior situa- 
tions cannot be as unambiguously identified from price-quantity 
data, even assuming constant preference maps, well-behaved in- 
difference functions, equilibrium prices and quantities and perfect 
markets*!. Unless every individual prefers a particular situation to 
an earlier one, the problem of inter-personal comparisons arises. 
The obvious solution—a more generalized social welfare function 
which permits the netting of gains vs. losses—is a victim of self- 
denial. The impossibility of quantifying such a function is at the 
root of the agnosticism which has forced these intellectual exer- 
cises with the objective price-quantity data. Nor does the intro- 
duction of the possibility of compensation solve the problem. This 
would define an increase in social income as occuring whenever 
there is some inter-personal distribution of the goods and services 
produced in a given year which would put every member of the 
group in a preferred position relative to his actual real income in the 
earlier period**. In other words, there has occured a potential but 
not necessarily realized increase in the welfare of every individual, 


29. Cf. J.R. Hicks, “On the Valuation of Social Income’’, Economica, vu 
(New Series), May 1940, pp. 105-124; S. Kuznets, “‘On the Valuation of Social 
Income—Reflections on Professor Hicks’ Article’, Economica, xv (New Series), 
February 1948, pp. 1-16, May 1948, pp. 116-131; P. A. SamMuELson, “‘Evaluation 
of Real National Income”’, Oxford Economic Papers, u (New Series), January 1950, 
pp. 1-29; T. Scrrovsxy, Welfare and Competition (Chicago, Richard D. Irwin, Inc., 
1951), pp. 70-82; M. Apramovitz, “The Welfare Interpretation of Secular 
Trends in National Income and Product’’, The Allocation of Economic Resources, 
M. Abramovitz, ed. (Stanford, Stanford University Press, 1959), pp. 1-22. 
Further references are to be found in these works. 

30. Cf.J.R. Hicks, op. cit., pp. 108-110. 

31. Cf. P.A. SaMuELson, loc. cit., 

32. Cf.J.R. Hicks, op. cit., p. 111. 
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as measured from the actual size and distribution of income in the 
base period. It has been demonstrated that cases can be imagined in 
which actual price-quantity data would not permit an unambiguous 
statement on this definition**. Furthermore, it has been demon- 
strated that the possibility of the existence of some distribution of 
income in the later period which is potentially superior to that distri- 
bution actually existing in the base period is not inconsistent with 
the existence of some distribution of the income of the base period 
which is superior to some distribution of income in the later period**. 
In other words, it is possible that no unambiguous statement can be 
made regarding the relative superiority of potential welfare in the 
later period relative to the potential welfare of the base period, 
because in SAMUELSON’s terms, the “utility possibility functions” of 
one situation may not lie uniformly within that for the other situ- 
ation. And, what is more important at the moment, it is impossible 
to tell from market data relating ot the actual price and quantities 
produced if the utility function does behave as required for an un- 
ambiguous definition of increase in aggregate welfare. 

Theoretical models of the type involved in these discussions of 
the welfare interpretation of price-quantity data are best inter- 
preted as attempts to specify the conditions necessary for a parti- 
cular interpretation of the data to be valid*>. For this reason they 
are fundamentally different from those involved in what has come 
to be called positive economics. Having determined what the neces- 
sary conditions are, it becomes pertinent to ask whether it can be 
reasonably assumed that they are or can be in fact realized. In this 
type of analysis a questioning of assumptions is not only legitimate 
but necessary. 

Various aspects of the assumptions necessary to establish the wel- 
fare interpretation are of significance. Hicks has noted that “‘...com- 
parisons of economic welfare must proceed under the hypothesis of 
constant wants. It is only under this hypothesis that quantitative 
comparisons are possible’’**. Such an assumption has never been 


33. Cf. J.R. Hicks, loc. cit.; S. Kuznets, loc. cit. 

34. Cf. P.A. SAMUELSON, loc. cit. 

35. Cf. N. Katpor, “A Classificatory Note on the Determinateness of Equi- 
librium’’, Review of Economic Studies, t (1933/34), pp. 126-129. 
36. Hicks, op. cit., p. 107. 





514 RONALD A, SHEARER 


fempirically demonstrated to be valid. Intuition, buttressed by 
casual observation, suggests that individuals wants do change over 
time, and in a dramatic fashion. It is difficult to defend the assump- 
tion that observed changes in consumption patterns simply reflect 
the reorganization of expenditures in the face of changed production 
possibilities given constant indifference maps. This is true even if we 
were willing to accept the dubious convention of assuming that 
“new” products are not really new—that a preference order for 
them existed prior to their introduction into the market, but that the 
price at which they could have been produced was previously too 
high to permit them to be purchased. Furthermore, it is difficult to 
know what interpretation is to be placed on the concept of constant 
wants in the context of maturing individuals, growing and changing 
populations, and changing cultural patterns. 

Kuznets has offered a somewhat weaker interpretation of the 
concept of constant wants than that provided by the usual indif- 
ference curve analysis. He argues that: 

... the wants of men are sufficiently identical over time and similar in space to 

assume that they all want food, shelter, clothing, transportation, amusement, 
intellectual fare, and the like; that the specific forms which these wants take differ 
from time to time and place to place with the technology and complexity of pro- 
duction and social organization, but nevertheless there is essential parallelism 
residing in the identity of man as a member of the species homo sapiens”. 
The empirical basis for such an assertion is equally dubious. Further- 
more, even if it were acceptable as a weak generalization, this would 
not be sufficient for the definition of an explicit index of improve- 
ments in economic welfare. 

Other aspects of the assumptions are also open to criticism in 
terms of their realism. A necessary assumption for the use of price 
weights in aggregation is that the prices are determined on perfect 
markets in which the various commodities are effectively choice 
alternatives to a given body of consumers. if the prices are actually 
arrived at on different markets, it is difficult to attribute the same 
significance to them. This problem is alleged to have minor signi- 


37. S. Kuznets, “‘National Income and Economic Welfare’’, p. 204. Kuznets 
also observes that ‘“This assumption is basic to any concept of economic welfare 
or progress, or for that matter of any welfare or progress. Unless we are willing to 
grant this essential identity of man, no comparisons are possible, no results that 
would relate to comparable identities’’. 
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ficance for non-market activities which surround a market economy: 
prices can be imputed from analogous market activities on the as- 
sumption that the market and non-market activities are effective 
alternatives. However, much output is not directly purchased by 
consumers, although it may be argued that it indirectly satisfies 
some consumer want. This is true of goods purchased by govern- 
mental bodies. We have no assurance that the prices paid by ad- 
ministrators or imputed by statisticians correspond even closely to 
those which would have resulted had the consumer the possibility 
of choise. The argument that these prices reflect rational social 
choices and in fact correspond rather closely to marginal social 
rates of substitution which may deviate from marginal private rates 
of substitution, is far from convincing. It has the appearances of a 
convenient rationalization. 

The problem of accounting for private investment is somewhat 
the same as the problem of accounting for government purchases of 
goods and services. However, there is an additional complication 
is that not only do consumers not make the effective choices that 
establish market valuations, but also the goods are not destined for 
the immediate satisfaction of consumer wants. This, of course, was 
precisely the point being made by Irvine FisHER in his discussion 
of the income concept**, FisHER’s solution was to limit the income 
concept (as a utilitarian welfare concept) to current consumption. 
Kuznet’s solution is to treat as income present contributions to the 
satisfaction of consumer wants in the future. However, this also 
involves an assumption of doubtful validity: that the current market 
price (cost) of investment goods represents an accurate discounting 
of future consumer satisfactions. Alternatively, it might be assumed 
that there is some form of want-satisfaction derived now from invest- 
ment, e.g. satisfaction concerning the provision of well-being for 
future generations (and perhaps ourselves in the future). However, 
the analysis still runs afoul of the lack of effective consumer choice 
with respect to investments. Given effective choice, a different com- 
bination of outputs would probably result, indicating that the 
existing prices do not accurately reflect the underlying preference 
rates of substitution for the quantities and items produced. 


38. I. Fisher, The Theory of Interest (New York, Macmillan and Co., 1930), 
Pp. 3-35; The Nature of Capital and Income (New York, Macmillan and Co., 1930). 
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The welfare interpretation of the price-quantity data assumes that 
the observed prices are equilibrium prices. This assumption is also 
of dubious acceptability. The recorded prices are averages of chang- 
ing prices over a finite period of time. They reflect market situations 
in various stages of adjustment to competitive and non-competitive 
equilibria. In addition, of course, the statistics available are often 
estimates rather than measurements. The coverage is incomplete; 
the data imperfect. This is one of the familiar facts of life with which 
the economist unfortunately has to live. These problems of statistical 
practicability aside, a theoretical problem of coverage still exists. 
A decision must be made as to what constitutes “product” for pur- 
poses of analysis. Aside from the (partial) neglect of services which 
are not customarily a matter of market exchange and price making, 
problems are posed by sources of satisfactions which are truly free 
goods in one or both of the periods, and by new goods which are 
introduced either in addition to or in place of goods existing in the 
first period. Free goods are typically excluded from the aggregates 
on the grounds that changes in the quantity purchased (given con- 
stant wants) will not occur at a zero price, hence changes in the 
quantity available to be consumed will not affect welfare (as long 
as the price remains zero). The limitations of this assumption when 
the free status of a good changes is obvious®*®. 


Vv 


The difficulties involved in defining an index of changes in aggregate 
economic welfare on the basis of an individualistic ethic are but 
symptomatic of the underlying problem. In identifying economic 
growth as a subject suitable for scientific analysis, we implicitly 
assume that economic growth is an empirically observable property 
of observable economic units. In further specifying that economic 
growth has primarily quantitative manifestations we assume that it 
is a phenomenon which can be measured. In this sense it is an objec- 


39. The appropriate treatment of leisure in an aggregate welfare analysis also 
poses interesting problems. Cf. S. Kuznets, ““Long-Term Changes in the National 
Income of the United States of America Since 1870”’, Income and Wealth, Series 
(London, Bowes and Bowes, 1952, for the International Association for Research 
in Income and Wealth), pp. 63-69. 
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it tive process. However, it also has subjective dimensions. That is, 
0 inasmuch as growth involves changes in social relationships and in 
ra the complex situations of individuals in the society, it will be the 
a object of affective evaluations—it will be judged as “good” or 
“bad”, as “desirable” or “‘undesirable’’. 
n Such judgments will normally vary widely from person to per- 
> son. Each affected individual can be expected to evaluate the 
h changes on the basis of how he is affected, how cognizent he is of the 
i] effects on him and of the broader ramifications of the process, how 
5. he interprets the significance of these broader ramifications, and 
r- hence the weight he gives to the opinions of others (including the 
h economists) and the value system which he employs to evaluate the 
x, personal and social consequences which he observes or expects. In 
.e addition, apparently disinterested (in the sense of immediately un- 
e affected) persons may provide evaluations of the process based on 
e various criteria which they feel reflect desirable and undesirable 
25 situations, i.e., notions as to what is “‘good for’? the economy or the 
” people. There is no reason to expect that the judgments of the dis- 
e interested parties will be any more unanimous than those of the 
g directly interested parties. They will reflect divergent concepts of 
n what the objectives of economic activity ought to be. These may 


range from essentially spiritual notions such as the attainment of 
the “good life’, to quasi-quantitative criteria such as a given size 
or distribution of national income. 

Such judgments, whether made by interested or disinterested 


fe parties, involve a different order of analysis than the discovery, de- 

it scription, and measurement of growth. If economic growth is a— 

ic real property of real economic units, there would seem to exist a 

ly “correct” or “‘objective’”’ measurement of growth in any particular 

" instance. The same cannot be said of the appraisal of the observed 

™ growth. It can be stmultaneously characterized as ‘“‘good”’ and “‘bad”’, 

it depending on the evaluative criteria employed, and on the observer; 

Ce and without prior reference to some complex, and equally subjec- 
tive ethical system, there is no priori reason for preferring one judg- 

sO ment over another. For this reason, we much consider observation 


and measurement as conceptually distinct from, and, if policy for- 
mation is to be “rational’’, logically prior to appraisal. 
To imply any welfare criterion as the basis for the definition of ~ 
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economic growth is to deny the significance of any such distinction. 
Welfare is an evaluative concept. It implies a judgment as to lo- 
cation along a better-worse continuum. It can be debated whether 
this continuum must be regarded as dependent on the observer and 
his values, and hence is relative to time and place, or whether there 
exists in some sense a universally applicable, tireless (i.e., ‘“‘ob- 
jective”) scale. While contemporary welfare theory would seem to 
suggest the former, the writings of the aggregate welfare school of 
growth analysis imply the latter. Indeed, inasmuch as the former 
approach denies the possibility of unambiguous intertemporal and 
interspatial welfare comparisons, a contrary assumption is essential 
to the aggregate welfare approach to growth analysis. 


VI 


If we are to consider economic growth to be a real phenomenon in 
the sense of something which can be observed and measured; and 
if we are going to deny the possibility of constructing an unambigu- 
ous and universely applicable measure of the results of economic 
activity defined in terms of some imputed welfare purpose, then we 
must be able to define and identify some entity—an economy— 
which can be said to grow in the sense of experiencing expansion in 
its (potentially) measurable dimensions. This again introduces the 
issue of organism. Indeed, as noted above, if the ubiquitous re- 
ferences to the organic analogy in discussions of the concept of 
economic growth have any relevance, it is as an oblique statement 
of this point. 

This proposition raises a question which has dominated discus- 
sions of the foundations of social science: is it legitimate to say that 
there “‘exist’’ social entities which “...though they are always com- 
posed of individuals, are not, strictly speaking, reducible or divid- 
able into individuals*!. It has been eloquently argued that while 
**persistent structures of relationships” can be identified and studied, 
to attribute any independent existence to these is to accept certain 


40. Cf. Supra, p. 66. 
41. S.F. NapDEL, The Theory of Social Structure (Glencoe, The Free Press, 1957), 
Pp. 20. 
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dubious metaphysical assumptions and to commit the fallacy of 
misplaced concreteness. In this view, the only “natural unit”, and 
hence the only unit admissable in scientific analysis, is the concrete 
“natural” person. Social science is properly only an attempt 


...to grasp how the independent action of many men can produce coherent 
wholes, persistent structures of relationships which serve important human pur- 
poses without having been designed for that end**. 


The basic issue is the meaning of the expression “independent 
existence” as applied to the concept of society. One might argue 
that in so far as sociologists have been concerned with the develop- 
ment of a systematic general theory of social action, their first pro- 
blem has been to develop a theoretical framework which makes it 
possible to attribute existence to social units without resort to 
anthropomorphic or organic formulations. Indeed, Professor TAL- 
cott Parsons has attempted to show that such a theoretical frame- 
work (what he calls the “voluntaristic theory of action’) emerged 
inexorably out of theoretical developments in all of the traditional 
branches of social science*’. In each area it has been necessary to 
reconcile HAYEK’s observation that only individuals can choose and 
act with the equally empirical observation that these choices are— 
indeed must be—constrained within certain limits in any continu- 
ous situation involving mutual interdependence. The usual solution 
is to treat society simply as a mechanism (in the broadest sense of 
that word) ‘4 for guiding and harmonizing individual choices and 
actions. It is, however, a mechanism with only “‘nominal”’ existence. 

In this sense, the social mechanism is a set of implicit rules of 
behavior, rules which are mutually understood and mutually re- 
spected, and hence which render possible predictions of behavior in 
particular contexts. This is not to imply perfect predictability, and 
hence predetermination of every specific action. Rather, it implies a 


42. F.A. Hayek, “‘Scientism and the Study of Society’’, part m, p. 27. See also 
T. Parsons, The Social System (Glencoe, The Free Press, 1951), p. 31. 

43. T. Parsons, The Structure of Social Action (Glencoe, The Free Press, 1949). 

44. This implies a generalization of THompson’s definition, ‘‘From a physical 
point of view, we understand by a ‘mechanism’ whatsoever check or controls, and 
guides into determinate paths, the workings of energy...’ W. D’Arcy THompson, 
op. cit., p. 291. 
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“set of ground rules’*® within which individual choice can be 
exercised. Thus the social “‘whole”’ is not an organism, nor is it a 
mere aggregation of human beings. Conceptually it stands between 
the two extremes. “All societies... involve a certain level of asso- 
ciation, a level closer and more intricate than a mere aggregation 
but looser and more complex than an organism‘®,” 

Various discussions of the nature of the economy are extant in the 
literature of economics. There is no need to review these here. Cer- 
tain points derived from this discussion should be noted, however. 
Viewed on a physical level, the economy is a “‘production unit’’. It 
involves a systematic interrelationship of what can be called in a 
narrow technical sense productive activities. It is this fact of physical 
interrelationship, frequently conceptualized as “flows” of goods and 
services, which makes meaningful techniques of macro-economic 
analysis of production which are based on the concept of system 
(e.g. input-output analysis). However, the existence of this physical 
level of activity presupposes a behavioral level of activity-—human 
decision making and human action. Thus, it is possible to define the 
economic system in terms of an interconnected pattern of “‘roles”’ as 
well as in terms of an interconnected pattern of physical productive 
activities. The activities implied in these economic roles do not even 
potentially exhaust the activities of the occupants of the roles. These 
concrete individuals must be simultaneously involved in roles which 
are not directly related to the “economic system’. Thus, from a 
behavioral point of view, the economy cannot be regarded as an 
independent system, but rather must be regarded as a subsystem 
within some broader social system. In. PARson’s terms, it is but one 
of four functionally distinct (but not necessarily empirically distin- 
guishable)*”? and functionally imperative subsystems within the 


45. Cf. H.A. Smwon, “The Role of Expectations in an Adaptive or Behavioristic 

Model’’, in M.J. Bowman, ed., Expectations, Uncertainty and Business Behavior 
New York, Social Science Research Council, 1958), pp. 53. 

46. KincsLtey Davis, Human Society (New York, The Macmillan Company, 
1949), P- 24. 

47. In this regard, note should be made of the problems encountered in 
attempting to identify empirically what is economic and what is not economic 
activity. E.E. HAGEN has observed that “...human activity is not divided into 
such two classes (as economic and non-economic)..., the two classes are not 
mutually exclusive’. E.E. HAGEn, ‘““Comment’’, Problems in the International Com- 
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broader system of social action*’.-The activities involved will be 
related to the provision of the material requisites of social existence. 

This suggests the nature of the problem involved in attempting to 
define and identify the entity which undergoes physical expansion 
in the process of economic growth. If it is a dependent part of a 
social system, identification of an economy presupposes the identifi- 
cation of the broader system. Empirically, however, virtually no 
social system is truly isolated and hence an obvious, self-contained 
unit. Invariably some interaction is involved between at least se- 
lected members of the different social systems, no matter how the 
social boundaries are drawn, unless they are inclusive of all human 
beings. In this instance the concept loses all analytical usefulness. 
This appears to make the specification of the boundaries of the social 
system somewhat arbitrary, dependent on an assessment of the 
degree of interaction. Parsons’ further complicates the problem by 
defining a “‘society” as a social system which meets the criterion of 
“potential independence’’*®. Such a criterion does not, however, 


parison of Economic Accounts, Conference on Research in Income and Wealth, 
Vol. xx (New York, National Bureau of Economic Research, 1957), pp. 387-388. 
Concrete examples are provided A.R. Prest and I.G. STEwarrt in connection 
with attempts to measure the national income of Nigeria, where, they observe, 
*...the distinction between production and living, the distinction between wor- 
king and not working, ...is often nebulous”. A.R. Prest and I.G. Stewart, The 
Vational Income of Nigeria, Colonial Research Studies, No. 1 (London, Her Ma- 
jesty’s Stationary Office, 1953), p. 4. 

48. Cf. T. Parsons, and N.J. SMELSER, Economy and Society (Glencoe, The Free 
Press, 1956). 

49. Parsons defines (‘‘in the simplest possible terms’’) the concept of a social 
system as implying ”’...a plurality of individual actors interacting with each 
other in a situation which has at least a physical, or environmental aspect, actors 
who are motivated in terms of tending to the ‘optimization of gratification’, and 
whose relations to their situations including each other, is defined and mediated 
in terms of a system of culturally structured and shared symbols’’. T. PARsons, 
The Social System (Glencoe, The Free Press, 1951), pp. 5/6. Thus there is implied a 
body of individuals, a physical environment, patterns of motivation and shared 


’ 


cultural norms and symbols. The latter gives coherence to the system by providing 
a basis for persistent interaction. 

He further notes that to be worthy of study the social system must have means 
of *...duration sufficiently long to transcend the life span of the normal human 
individual, recruitment by biological reproduction and socialization of the on- 
coming generation’’. Any social system ‘*... which meets all of the essential func- 
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permit the identification of a set of mutually exclusive social systems 
which are uniquely societies and hence in some sense the fundamen- 
tal units for our analysis. Furthermore, in Parsons’ terminology, it is 
not necessary that a social system be uniquely a society for it to be 
analysed, even from the point of view of economic growth. Thus, 
the specification of the units for analysis depends simply on the 
purpose of the investigation. One might find it equally interesting 
to probe the growth of the economy of a city, a geographic region, 
a nation state, etc. In each case, however, what is to be analyzed is 
the expansion of the system of economic activities which is an inte- 
gral part of the particular social system specified. 

Certain implications follow from this discussion. It should be 
apparent that given interaction with other social systems, the eco- 
nomy of a given system need not be the sole source of the material 
requisites of existence ; indeed, the activities involved in the economy 
of a given social system (but presumably not a Parsonian society) 
need not provide directly any of the material items consumed. Pro- 
duction for external trade is common, as are unilateral transfers to 
and from the outside. Likewise, it follows that economic growth in 
the sense of an expansion of the economy is not the only source of 
possible increases in aggregate economic welfare, if we define eco- 
nomic welfare in the traditional sense in terms of some concept of 
per capita (or total) national income. Given the same physical 
production activities, income could rise or fall as a result of changes 
in terms of trade with the outside world. The more narrow the 
definition of the economy being studied, the more probable that 
this is going to be an important phenomenon. Indeed, it is possible 
(given the familiar elasticity conditions) that economic growth could 
be detrimental to welfare in this sense as a result of the terms of 
trade effect. This provides added reason for distinguishing between 
economic welfare and economic growth, even if our ultimate inter- 
est is in some variant of the concept of economic welfare. 


tional prerequisites of long-term persistence from within its own resources, will be 
called a society’’. “‘It is not essential to the concept of a society that it should not be 
in any way empirically interdependent with other societies, but only that it should 
contain all the structural and functional fundamentals of an independently 
subsisting system.’’ That is, it should be potentially independent. Op. cit., p. 19 
(italics added). 
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This also provides the justification for the observation made 
above®® that economic development and economic growth are dis- 
tinct phenomena, probably but not necessarily related. Economic 
development presumably implies a movement away from a state of 
underdevelopment. In almost every context in which this latter con- 
cept appears in the literature, it carries the connotation of poor 
economic performance. In this sense, it can often be interpreted as 
a term of opprobrium. The specification of poor performance neces- 
sarily implies some standard of adequate or good performance. But 
this implies an evaluation or appraisal. Hence, economic under- 
development is an appraisal concept, of the same order as the con- 
cept of economic welfare, and hence inherently subjective. By im- 
plication, the derivative concept, economic development—i.e., im- 
proving performance—.s also an appraisal concept. Universal agree- 
ment on the criteria to be employed in evaluating degrees of eco- 
nomic development, therefore, cannot be expected a priori, unless 
there is some prior agreement on a specific social welfare function. 
The lack of such agreement is amply reflected in the literature. It 
is eminently conceivable that economic growth will not be accom- 
panied by economic development according to some of the implicit 
social welfare functions in common use. For example, the simplest 
of functions, equating social welfare with some index of per capita 
income, would yield this result if population were growing fast 
enough. 


Vil 


Two aspects of the concept of economic growth remain to be dis- 
cussed: the methodological problems encountered in the measure- 
ment of growth, and the implications of the concept for the nature 
of growth theory. The first of these will be considered in this section. 
While not directly pertinent to the problem at hand, some of the 
theoretical implications will be briefly noted in the concluding 
section. 

Our critical survey of current usage of the concept of economic 
growth resulted in one important conclusion. Given the theoretical 
impossibility of specifying an unambiguous and objective measure 
of the welfare results of economic activity, if economic growth is to 
50. Cf. Supra, pp. 61/62. 
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be considered a real, objective, and quantitative phenomenon sub- 
ject to scientific analysis, then it must be possible to define some 
entity which has potentially measurable dimensions and which can 
be said to grow in the sense of experiencing an expansion in these 
dimensions. This entity is what has commonly been called an eco- 

: nomy or an economic system. It can be related to the concept of a 
social system employed in wider analyses of social phenomena in 
that any economy is the subsystem of some broader social system. 
Thus, identification of the scope of the economic system presup- 
poses the identification of the broader social system in which the 
analyst is interested. This leaves many of the problems of definition 
in the hands of sociologists, and hence involves a rather weak con- 

__clusion in so far as economic analysis is concerned. It amounts to 
saying that there is no uniquely correct unit in growth analysis. It 
can be applied to any social unit providing only that the unit meets 
the minimum requirements of a social system (i.e., it involves asso- 
ciation, not mere aggregation). 

Just as the identification of the roles which constitute the eco- 
nomic system must involve the abstraction out of the reality of human 
interaction of certain continuous elements—certain reciprocal “‘du- 
ties” and “rights” or “‘rules’’ of the game—so the specification of 
the dimensions of the economic system in the sense pertinent for 
growth analysis must involve the abstraction of continuities out of 
the complex of reality. If we regard the economic system in a general 
way as a system of activities involving the taking of materials from 
outside the system (raw materials from the natural environment or 
semi-process goods from other economic systems) and the processing 
of them to provide useable goods either for use within the social 
system or for trade with other systems, then the pertinent abstraction 
would seem to be that of “normal” aggregate productive capacity. 
The economic system can be said to grow if its “normal” aggregate 
physical capacity to produce goods and services expands. 

This definition involves no additions to the concepts of traditional 
economic theory. It simply invoives a change in emphasis in growth 
measurement, from the evaluation of the results of economic ac- 
tivity to the measurement of the limits on the physical manifesta- 
tions of such activity. Thus it really involves an application of the 
concept of the production frontier, “‘...the hypersurface which cor- 
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responds, in n dimensions, to the substitution curve between the 
two commodities in the two commodity world’’>!. Economic growth 
involves an outward movement in the production frontier, such that 
it is possible to produce more of some items without reducing the 
output of others (or more of all items simultaneously), and without 
resorting to abnormal pressures on the productive facilities. 

While this definition of economic growth eliminates the conceptual 
and empirical problems which derive from equivocal assumptions 
regarding the nature of economic welfare and the relationship be- 
tween production and welfare, it obviously presents similarly formi- 
dable conceptual and empirical problems which it would be unwise , 
to minimize. Indeed, these problems may severely limit the nature 
of the statements which may be made about economic growth in 
many specific contexts. They derive from the characteristics of the 
concept of the production frontier considered in relation to the 
types of data which it is reasonable to expect to be derived from 
the real world. In particular two sources of conceptual difficulty 
should be noted: (1) while the frontier relates to hypothetical pro- 
duction possibilities, the available data relates to realized output; 
and (2) since productive capacity is to a significant degree deter- 
mined by the behavior patterns of the active agents in the system 
(including the natural environment), the frontier is to a significant 
degree flexible, even under what we might want to call stationary 
conditions. Even with the elimination of the ambiguities surround- 
ing the welfare based concepts, the measurement of economic 
growth is neither simple nor free from possible contradictions. 

In what follows a few of these problems are discussed, but only in 
the sketchiest of terms. The arguments and the problems are familiar 
in other contexts. In general, while they limit the conclusions which 
can be drawn from empirical analysis, they do not impugn either 
the “reality” or the analytical usefulness of the concept of economic 
growth. 

At any given point in time, all points on the frontier except one, 
the existing combination of outputs, must be hypothetical in the 
sense that while ceterus paribus each is a possible combination of out- 
puts, only the existing combination of outputs, is an actuality which 


51. J.R. Hicks, “On the Valuation of Social Income—A Comment on Pro- 
fessor Kuznets’ Reflections’, p. 166. 
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can be observed. Indeed, under certain circumstances, the common 
case cf general underemployment of resources, al// points on the 
frontier will be hypothetical. If the existing combination of out- 
puts can be located within the frontier, the output of many or all 
commodities could be expanded simultaneously without growth 
occurring. Thus, in employing available aggregate data on pro- 
duction in order to measure growth, it is necessary to distinguish 
such observed changes in output as involve an increase in the degree 
of utilization of existing capacity, changes in the composition of out- 
put which involve no change in capacity (i.e., movements along the 
frontier), and actual expansions in capacity. 

This suggests one type of problem which is encountered in em- 
ploying data relating to the realized output in the study of economic 
growth, the problem of adjusting the data to levels representing the 
full utilization of capacity. The production frontier is determined in 
part by the quantity of human and material resources available and 
by the engineering requirements for production in the various lines 
of output; but given such information the frontier could not be 
specified without also specifying the response patterns of the various 
active agents in the production process. This is the familiar problem 
of the difference between supply in a behavioral sense and the 
physical quantity of some good or service potentially available. 
Examples could be multiplied as applied to each of the pertinent 
resources, but the case of labor resources will suffice to confirm the 
point. On the one hand, one can cite the evidence of the behavior 
of the labor force and hence capacity output under the unusual 
strains and psychology of a wartime economy, and on the other 
hand the observed variability of labor force participation under less 
servere changes in market conditions as illustrating the flexibility of 
this partial limit to productive capacity®?. The labor supply cannot 
be regarded as a physical constant even with a given population. 
Any concept which thus relies upon some notion of normal behavior 
poses these familiar problems for empirical investigators. 


52. On this latter point, see the testimony of Ewan CiacueE before the Joint 
Economic Committee, Hearings on Employment, Growth and Price Levels, Part m1 
(April 25-28, 1959), pp. 468-493; C.D. Lone, The Labor Force Under Changing 
Income and Employment (Princeton, Princeton University Press for the National 
Bureau for Economic Research, 1958). 
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For most purposes a refined measure of economic growth is not 
required. If the problem is simply to identify the existence of eco- 
nomic growth over any period of time, it is sufficient to provide a 
positive answer to the following question: would it be possible, ad- 
mitting of some reorganization of productive activities but main- 
taining normal levels of employment of human and material re- 
sources, to produce in the terminal year goods and services in the 
same kinds and quantities as it was possible to produce in the previ- 
ous years and still have some productive capacity unused’. Gener- 
ally speaking, the usual aggregate output data®*, aggregated on the 
basis of average market prices prevailing in one of the time periods, 
and adjusted to allow for identifiable underemployment, will pro- 
vide a useable index for this purpose. The rationale for using price 
weights in aggregation is the classical hypothesis that in highly com- 
petitive markets, price should “‘in the long run” tend to approximate 
marginal rates of technical transformation in production®®. This 
assumption is of limited validity in a world characterized by fre- 
quent and wide changes in the structure of output, variable degrees 
of monopoly power, fluctuating levels of employment of capacity, 


53. Phrasing the question so that we are looking backward in chronological 
time seems preferable to phrasing it from the opposite point of view. It probably 
makes no difference in terms of identifying the presence of growth, and it mini- 
mizes (but does not eliminate) the conceptual difficulties posed by the introduction 
of new products. 

54. In this context the appropriate statistical concept would be gross domestic 
product rather than gross national product. The difference, which in most cases 
may not be great, derives from the existence of incomes accruing to residents 
which result from productive activities performed outside the nation (“‘net factor 
incomes received from abroad’’). This again suggests the nature of the difference 
between this approach and the welfare approach. For the welfare approach, the 
appropriate concept would be gross national product. On the distinction see 
United Nations, A System of National Accounts and Supporting Tables, Studies in 
Method, No. 2 (New York, United Nations, 1953), pp. 7/8, 17. 

55. It should be noted that this rationale of price weights for aggregation is 
free of the basic criticism made above, i.e., it is ethically neutral. However, many 
of the subsidiary criticisms do apply, particularly with respect to the implications 
of new products and changing degrees of monopoly power. Cf. Supra, pp. 72-74. 
It should also be noted that the use of price weights involves a simple linear appro- 
ximation; they can only be assumed to reflect marginal transformation rates for 
small reorganizations of the composition of output, not for large reorganizations. 
They can at best provide a crude index. 
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apparent aberrations from maximizing behavior, etc. Furthermore, 
given different relative price structures in different years, the in- 
vestigator is forced to choose among these structures in order to 
derive a consistently weighted index of growth. Clearly, there are 
situations in which the index will be sensitive to the price weights 
chosen. This would be particularly trve if the changes in capacity 
were not great relative to the changes in relative prices, i.e. if the 
observable changes in the structure of prices were not associated with 
strong economic growth. However, it is doubtful that the dis- 
crepancies resulting from the choise of alternative possible sets of 
price weights, or from the assumption that any selected set of price 
weights roughly reflect the real marginal rates of transformation, 
will even approximate the errors introduced by inconsistencies in 
coverage over time and from gaps and errors in the data. If the 
growth process was strong and broad based (in the sense of en- 
compassing many sectors of the economy) during the period, almost 
any set of price weights will disclose the trend®*. 

™ These observations again lead to a relatively weak conclusion. 
The concept economic growth does not lend itself to precise un- 
ambiguous quantification in the context of drastic changes in the 
composition of economic activity. In this situation the investigator 
can only proceed on the basis of estimates of changes in output 
aggregated on the basis of various sets of price weights and crudely 
adjusted to full-capacity levels. 


VIII 


In this paper an attempt has been made to clarify and resolve 
certain contradictory themes which have run through discussions of 
the concept of economic growth. The conclusions are neither radical 
nor strong. Indeed, the outcome can be regarded simply as a 


56. It can be noted paranthetically that a physical production capacity 
concept of growth necessarily raises certain questions with respect to the meaning 
of the concept of the ‘‘rate of economic growth’’. The concept of a rate of change 
implies a single dimension. The production frontier is a multi-dimensional con- 
cept, and hence economic growth implies multi-dimensional changes. Only if one 
is willing to make some assumption with respect to the possibility of specifying 
a set of constant marginal rates of transformation is it possible to give simple 
meaning to the concept of a rate of growth in aggregate productive capacity. 
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systematic statement of points which many economists have already 
accepted in various contexts. The main achievement is the demon- 
stration of the possibility of formulating a concept of economic growth 
which is free of methodological pitfalls involved in definitions based 
on either organic or utilitarian welfare propositions: a demonstra- 
tion of the possibility of divorcing the problems of observation and 
measurement of the growth process from the much more complex 
and essentially subjective problem of evaluating the results of the 
growth process. On the level of empirical application, many of the 
problems which plague analysis based on the aggregate welfare 
definitions will also arise because many of the same statistical indi- 
cators must be used. These difficulties arise not from conflicting 
value judgments, however, but from the problems of statistical 
representation of the growth phenomenon®’. As a result of these 
statistical problems, no accurate measure of economic growth is 
feasible. This is not a new conclusion—the necessity of working 
with rough indexes is obvious to anyone who has engaged in 
research in this field. 

This discussion also provides support for a particular point of 
view on the appropriate framework for a theory of economic 
growth. A tendency has developed to distinguish between economic 
and non-economic forces in the growth process, and hence to cate- 
gorize theoretical formulations as either economic or non-economic 
depending on the forces which are primarily emphasized. The 
arguments developed here imply that such a dichotomy is not pos- 
sible. One aspect of the development of growth theory must be the 
specification of necessary changes in the physical environment of 
economic activity, i.e., in the industrial structure, in the size and 
composition of the stock of capital equipment and inventories, in 
the structure and allocation of the labor force, etc. It is these changes 
which are often identified by the term “‘economic’”’ forces. How- 
ever, they are not in any sense active growth creating forces: they 
are necessary conditions and physical manifestations of the growth 
process. If we are interested in the dynamics of causation, the 
analysis must be on the level of human behavior. It is human 
behavior which is the active element in the process. This makes 


57. In this sense they correspond to the problems involved in the quantitative 
analysis of growth in the biological sciences, cf. W. D’Arcy THompson, op. cit. 
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relevant to growth economics all the multiplicity of factors—person- 
ality, institutions, culture, etc.—which appear to affect human 
motivations and hence human behavior patterns. The very defi- 
nition of the concept of economic growth provides obvious justi- 
fication for the proposition that the analysis of the process of eco- 
nomic growth must draw on all of the traditional social sciences. 


University of Michigan RonaALD A. SHEARER 
Ann Arbor (USA) 


SUMMARY 


The purpose of this paper is to clarify and resolve certain contradictory themes 
which have been prominent in discussions of the concept of economic growth. 
Given this emphasis on clarification, the conclusions are neither strong nor radical. 
It is demonstrated that it is possible to formulate a concept of economic growth 
which is free from the methodological pitfalls of definitions based on organic or 
utilitarian welfare propositions. For this purpose, it is necessary to define and 
ideatify some entity—an economy—which can be said to grow in the sense of 
experiencing an expansion in its potentially measurable dimensions. Under these 
conditions, the observation and measurement of economic growth become ana- 
lytically quite distinct from the subjective evaluation of the results of the growth 
process. Resolution of the basic methodological dilemmas, however, does not solve 
the basic empirical problem. Given the multidimensional nature of the “‘bounda- 
ries’ of an economy, economic growth does not lend itself to simple, unambiguous 
quantification. The difficulties arise not from conflicting value judgments, but 
from the statistical problems inherent in the representation of so complex a 
phenomenon. The necessity of relying on crude indicators is obvious to anyone 
who has engaged in research in this field. 


ZUSAMMENFASSUNG 


Der Zweck dieses Aufsatzes liegt in der Abklarung und Richtigstellung einiger 
sich widersprechender Ansichten, wie sie sich bei Diskussionen iiber das Wirt- 
schaftswachstum eingestellt haben. Der Verfasser kommt weder zu dogmatischen 
noch radikalen Schlussfolgerungen. Es wird dargelegt, dass es méglich ist, den 
Begriff Wirtschaftswachstum frei von methodologisch verfanglichen Begriffen zu 
definieren, die auf organisch- oder niitzlichkeitsbestimmten Wohlfahrtstheorien 
beruhen. Zu diesem Zweck ist es notwendig, eine bestimmte Einheit anzunehmen 
— eine Wirtschaft, von der gesagt werden kann, dass sie wachst im Sinne einer 
Ausdehnung ihrer messbaren Dimensionen. Unter diesen Bedingungen werden 
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Beobachtung und Messung des wirtschaftlichen Wachstums analytisch klar und 
frei von subjektiven Bewertungen. Die Lésungen des grundsatzlichen, begrifflichen 
Dilemmas bringt jedoch noch keine Klarung des empirischen Problems. Ange- 
sichts der Vielfalt der Grenzgebiete einer Wirtschaft kann das wirtschaftliche 
Wachstum nicht lediglich quantitativ gemessen werden. Die Schwierigkeiten ent- 
stehen nicht aus sich widersprechenden Werturteilen, sondern aus den statisti- 
schen Problemen, die mit einem so vielfaltigen Begriff verbunden sind. Jedermann, 
der sich mit dieser Materie befasst hat, ist sich dariiber klar, dass er sich nur zu oft 
auf grobe Schatzungen verlassen muss. 

Der Verfasser neigt einer bestimmten Ansicht zu hinsichtlich der Grundlagen 
einer Theorie des Wirtschaftswachstums. Er deutet an, dass der bekannte Zwie- 
spalt zwischen wirtschaftlichen und nichtwirtschaftlichen Kraften im Wachs- 
tumsprozess unbedeutend sei. Ein Aspekt der Wachstumstheorie muss die Bestim- 
mung der notwendigen Veranderungen in der physischen Umgebung der Wirt- 
schaftstatigkeit sein — Veranderungen, die oft als wirtschaftliche Krafte bezeichnet 
werden. Doch wenn wir an Kausalzusammenhangen interessiert sind, muss sich 
die Analyse auf die Ebene des menschlichen Verhaltens verlagern. Durch die De- 
finition des Wirtschaftswachstums selbst, wie sie im Artikel vorgenommen wird, 
ergibt sich klar, dass sich eine derartige Analyse auf Ergebnisse samtlicher tradi- 
tionellen Sozialwissenschaften stiitzen muss. 


RESUME 


Cet article se propose d’éclaircir et d’expliquer certaines contradictions qui se sont 
manifestées dans les discussions sur la croissance de l’économie. Les conclusions 
de l’auteur ne sont ni trop dogmatiques ni trop sévéres. L’article démontre qu’il est 
possible de définir la croissance économique sans avoir recours a des termes métho- 
dologiques plus ou moins risqués rappelant les théories utilitaires ou organiques 
du bien-étre économique. II est nécessaire a cet effet de partir d’une unité connue, 
d’une économie dont on peut dire qu’elle est en état de croissance, ce terme étant 
pris dans le sens d’extension des dimensions mesurables. Dans ces conditions, on 
peut observer et mesurer la croissance économique sans que des évaluations sub- 
jectives faussent les résultats de l’analyse. Si l’on peut résoudre ainsi le dilemme 
méthodologique fondamental, on est cependant bien loin encore d’une solution du 
probléme empirique. Etant donné la grande diversité des domaines qui se ratta- 
chent 4 une économie et en forment le cadre, on ne saurait se borner 4 une analyse 
quantitative de la croissance économique. Les difficultés ne naissert pas des juge- 
ments contradictoires, mais des problémes statistiques qui se rattacheat 4 un phé- 
nomeéne si complexe. Quiconque a étudié cette matiére sait que l’on doit souvent 
se contenter de données approximatives et d’évaluations qui manquent d’exacti- 
tude. 

En ce qui concerne les bases d’une théorie de la croissance de l’économie, 
auteur se rapproche d’un point de vue clairement défini. Les arguments qu’il 
présente impliquent que l’opposition bien connue des forces «économiques» et 
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«non-économiques» ne joue pas un grand réle dans le processus de croissance. 
L’un des aspects de la théorie de la croissance doit étre la détermination des modi- 
fications nécessaires du voisinage physique d’une activité économique — modifica- 
tions qui ont souvent été identifi¢es aux forces économiques. Si l’on s’intéresse 
cependant a l’interdépendance des causes et des effets, on exigera que I’analyse 
se place sur la plan du comportement humain. I] ressort clairement de la définition 
de la croissance économique que nous donne le présent article qu’une telle ana- 
lyse doit se baser sur des données englobant toutes les sciences sociales tradition- 
nelles. 











os © 


~—S ~~ ~~ ~~ 


Qo. - & ~~ — 4) — ee 














CUMULATIVE CAUSATION 
AND GROWTH ECONOMICS 


We are all aware of the two major forms of communication at our 
disposal, the verbal and the mathematical. Each of course has its 
particular function—the one to lend precision to economic theoriz- 
ing and to make the variables and constants of a system explicit, and 
the other to describe qualitative changes and to serve as a constant 
warning against the purity of the assumptions, the precision and 
explicitness notwithstanding. We should not, however, emerge with 
different predictions or points of view as we employ one approach 
rather than another. 

Yet such differences seem to appear in the work currently being 
done on the poor but developing economies. The more formal mo- 
dels of development frequently do not coincide with verbal descrip- 
tions of the process. More specifically, the verbal accounts seem 
more compatible with an optimistic point of view. It is true that one 
frequently encounters prophecies of gloom in non-mathematical 
treatments, to say nothing of the continual warnings regarding the 
difficulties of development. But one can find an acceptance of 
Rostow’s “take-offs” and “sustained growths” in the literature, as 
in the consideration of the type of foreign aid that ought to be forth- 
coming for different periods of growth. The verbal descriptions at 
least embrace the possibility of sustained advancement with rela- 
tively little cyclical retardation of stagnation; one can at least dis- 
cover here the suggestion of an economy moving forward on its own 
momentum. 

On the other hand the formal models seldom, if ever, contain this 
kind of continuous change. They tend rather to focus upon equi- 
librium positions, at which points national incomes no longer grow 
and parameters and functions remain fixed. True, the equilibrium 
positions are often unstable and as such do convey the idea of mo- 
mentum. Since it is unlikely that all of the economic actors will 
always make plans that mesh, there is a great likelihood indeed that 
the equilibrium positions will be disturbed and that a process of 
development may then take place. However, such systems also tend 
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to include stable equilibria, and these can be made compatible with 
sustained growth only through shifting functions. Is this, however, 
the best model that we can establish? If the essence of the matter is 
the shift in the functions, then perhaps we are either focusing our 
attention on the wrong variables (as the “‘classical’’ writers did, for 
example, in explaining saving) or, more likely, we are viewing the 
appropriate variables within an inadequate methodological frame- 
work. 

I wish to emphasize that I am not taking issue with the possibility, or 
even the high probability, of either retardation or stagnation at a rela- 
tively stable income. Stagnation or retardation can evidently result for 
a variety of reasons. The one that is currently the most celebrated is of 
course MALTHUus’ demon. A stand-by labor force can be an advantage’, 
for given an increase in growth-inducing expenditures, such a labor 
supply can guarantee against labor shortage (at least, once it has 
been sufficiently trained) and, with the addition of purchasing 
power, it can provide a fillip to industrialization through a mass 
market. However, as has been emphasized in the literature’, an in- 
crease in population can mean low income, low productivity together 
with underemployment where factor proportions are variable, open 
unemployment where the proportions are close to being fixed, and 
an imbalance between economic sectors that acts as a severe restraint 
upon the more advanced one unless (as is not probable) it can find 
sufficient escape in foreign transactions. Regression can also occur 
through resource depletion, although this is perhaps not as likely. 
Political setbacks can provide the source of interference ; for example, 
the appearance of a dictatorial regime and a succession of arbitrary 
acts can play havoc with the inducement to invest. Protracted diffi- 
culties may occur because of capital shortages, which may frequently 
be associated in turn with long-term balance of payments problems. 
In each of these instances the equilibrium approach is most proper. 

1. W. A. Lewis is particularly known for this position. See his “‘ Economic 
Development with Unlimited Supplies of Labour’’, Manchester School of Economic 
and Social Studies, vol. 22 (May 1954), pp. 139-191, and ‘‘ Unlimited Labour: 
Further Notes’’, same Journal, vol. 26 (January 1958), pp. 1-32. 

2. See especially R. S. Ecxaus, ““The Factors Proportions Problem in Un- 


derdeveloped Areas’’, American Economic Review, vol. 45 (September 1955); 
pp. 539-565; and R.R. Nexson, “‘A Theory of the Low Level Equilibrium 
Trap”’, American Economic Review, vol. 46 (December 1956), pp. 894-908. 
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I am concerned, however, with the failure of equilibrium analysis in 
the instances of sustained growth or what might be deemed “‘vir- 
tuous circles”. The equilibrium approach in effect ignores that 
essence of change which Myrpat has called the principle of circular 
and cumulative causation*®. Once a significant departure from a 
position of rest occurs, the change tends to feed upon itself because 
of mutual interactions among the relevant variables. This kind of 
change the traditional equilibrium approach is not equipped to 
handle because a national income level in static equilibrium repre- 
sents at least a temporary end to the development process. But if not 
this, then what kind of formal model can be utilized? 

As is characteristic of the work on underdeveloped areas, some 
suggestions and clues regarding the problem are available in the 
literature pertaining to the advanced countries. In that literature 
we already possess aggregative models that permit disequilibrium 
and embrace the idea of cumulative movements away from an in- 
itial resting place. The model that is required is one that emphasizes 
sustained growth and, further, permits that growth to occur in a 
fluctuating fashion; the fluctuations of course need not be of pre- 
cisely equal magnitude, but in the long run they probably show 
little trend with respect to duration and amplitude. (In effect, this 
probably means that the economy takes on more of the trappings of 
a welfare state at the same time that it becomes more vulnerable to 
fluctuations because of its increasing emphasis on postponable dura- 
bles.) , 

One possible way to introduce the idea of disequilibrium is to 
utilize the simple Robertsonian system of autonomous investment 
together with saving as a function of last period’s income. This re- 
presents some improvement over models with sets of simultaneous 
equations. In ROBERTsON’s system there is at least a realistic lag, 
with income expanding until it is high enough to generate saving 
sufficient to match the increased investment in each period. This 
simple model can describe the key aspects of the experiences of an 
underdeveloped country; a possible case in point is the continued 
importation of capital goods financed through the public grants of 
an economically advanced nation. This approach, however, still 
possesses the critical weaknesses of equilibrium analysis in not coping 
3. See Rich Lands and Poor (New York: Harper and Brothers, 1957), Chapter II. 
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with sustained growth. There are still no interactions, no cumulative 
processes. Once saving catches up with investment, the increase in 
income comes to a halt—as in the equilibrium model, but less hur- 
riedly. Then the increase in income awaits another act of auto- 
nomous investment, another deus ex machina to push income onward 
and upward. For the system to expand on its own momentum, there 
instead has to be a feedback to the initial data which are then them- 
selves altered*. In particular, investment must take on some induced 
characteristics. 

This in turn suggests the advisibility of adding accelerators to 
multipliers and RoBertson’s lags. All of these are incorporated by 
R. C. O. MatruHews in the model of explosive growth which he has 
presented in his excellent little book on cycles®. Let s = the realized 
propensity to save, v the normal capital-output ratio, Y the level of 
national income and J the amount of investment done during a 
period®, and assume, simply, that the average and marginal propen- 
sities to save are equal. Then ¥%;=/J;/s expresses the multiplier, 
I; =v (%— %-1) the accelerator, and the substitution of the second 
equation in the first yields % = (v/s) (%%— %-). 

In the everyday world, economically advanced or under- 
developed, the v of the last equation is certainly likely to exceed s. 
Hence the income in any given period tends to pick up and then 
exaggerate whatever growth has taken place in the preceding period. 
As long as v and s remain constant, income should grow at a con- 
stant proportional rate. All this is of course merely a rearrangement 
of the Harrop variables. However, it is particularly well suited for 
our present purposes, since its statement in terms of a first order 
difference equation results in a model of explosive growth. 

In the everyday world, also, explosive growth would of course 
tend to occur with fluctuations. However, the various explanations 
of downturns appropriate for an advanced economy—such as over- 
shooting because of lags and/or the building up of excess capacity— 
do not seem particularly valid for a relatively poor economy. A read- 
ing of history would, I believe, support the argument that most 


4. E. R. WALKER, From Economic Theory to Policy (Chicago: University of 
Chicago Press, 1943), Chapters vii—1x. 
5. The Trade Cycle (Cambridge: Cambridge University Press, 1959), pp. 13-16. 
6. Where both Y and J are apparently in net terms. 
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downturns in poorer economies tend to be associated with exogenous 
factors and with inadequate supplies and bottlenecks of various 
sorts, particularly capital and foreign exchange shortages. While 
lags and endogenous explanations may do better for the advanced 
economies’, Hicks’ ceilings and buffers intrude upon the poorer 
countries and interfere with their smooth and sustained economic 
growth. For the short run, then, non-linearities, particularly in the 
capital-output ratios, have to be introduced into MATTHEWs’ equa- 
tion if it is to be appropriate for the poor countries. Or, in Harrodian 
terms, inadequate full capacity growth rates represent the major 
difficulty in underdeveloped countries, and both inflation and un- 
employment may occur when actual growth rates temporarily ex- 
ceed full capacity growth rates. 

These brief comments regarding different explanations of cycles 
serve to introduce an important point about the secular implications 
of MATTHEws’ equation. As it stands, the level of realized income is 
positively related to the size of the capital stock and inversely related 
to the propensity to save. This is acceptable if the major economic 
problem is one of inadequate aggregate demand. Income is high 
when capital-output ratios are high and when the propensity to save 
is low because this is a demand equation; the variables then provide 
for relatively high investment demand and relatively high consump- 
tion demand respectively. But for a poor country, which can obvi- 
ously grow more rapidly if it experiences more savings and if it can 
convert these into highly productive investments, this is evidently 
inappropriate. 

Perhaps a first step can be taken in adjusting this if we divide 
both sides of the equation by (%;— %-,) and present it in the form 
of Y/ (%— %-,) =0/s. This is of the genus 4 Y/Y =s/v. It can still 
be made compatible with the economics of the advanced coun- 
tries if it is given Domar’s interpretation; 4 Y/Y is then the rate at 
which aggregate demand must grow to prevent unemployment and 
excess capacity, and the higher the s or the lower the v the greater 
the growth rate required. More important for our purposes, the pre- 
sentation is now in a form consistent with the economics of under- 
development, since AY is now positively related to s and negatively 


7. This is HANsEN’s conclusion in his Business Cycles and National Income (New 
York: W. W. Norton, 1951), p. 484. 
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related to v. However, the alteration means that we have lost the 
difference equation which yielded the explosive growth. Our task, 
then, is to hold on to the latter while correlating s and v with in- 
come growth in appropriate fashion. 

This can be done, I believe, by looking at the really critical 
elements in the developing economies, namely the supplies of the 
various productive services and particularly the manner in which 
they may react upon each other through external economies. While 
MARSHALL used the latter concept to discuss the lower costs attend- 
ing the growth of an industry, the idea has been expanded in con- 
temporary times to suggest the additional investment opportunities 
induced by the growth of an economy®. The concept thus provides 
the key to a kind of supermultiplier that is analogous to the multi- 
plier-accelerator relationship that results in cumulative growth in 
the advanced economy case. More concretely, the chain of develop- 
ment takes on the following sequence: acts of growth-inducing net 
investments (including resources put into improving technology, 
education, and training, and similar expenditures bearing fruit 
sometime in the future)® occur in a number of public and private 
industries ; these in some cases are linked in buyer-seller relationships 
or, more generally according to Say’s Law, provide each other 
with markets!°; the investments thereby create additional employ- 
ment opportunities and purchasing power, they perhaps cause 
strains that require more investment, and they generally increase 
aggregate demand; these developments in turn call into service ad- 
ditional quantities of the factors of production, which combine to 
increase the national output of both consumption and investment 
goods in the next period. In some instances the added quantities of 


8. H. W. Arnpt, ‘‘ External Economies in Economic Growth’’, Economic 
Record, vol. 31 (November 1955), pp. 192-214. 

g. Highly interesting in this context is Scorr Gorpon’s observation that 
“Ignorance is a great source of poverty, perhaps indeed the only ultimate source 
of human poverty’’. The quote is from his “‘ Economics and the Conservation 
Question”’, The Journal of Law and Economics, 1 (October 1958), p. 120, and the 
italics are his. 

10. Because the diminishing marginal utilities associated with traditional 
goods are likely to induce backward bending supply curves of labor, the validity 
of Say’s Law in a poor country may depend upon the condition that new goods 


and services are obtainable. 
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productive services reflect a greater utilization of underemployed 
resources, usually labor; while in other cases they are the conse- 
quence of newly produced inputs, often new capital goods or per- 
haps research and development investments". 

Investment in, let us say, period ¢-1 thus not only adds to out- 
put in the same period’? but leads to the employment of additional 
services, and hence to greater output in period ¢. O;—O;-, is a 
function of the increase in the total productive services employed in 
period t, while the latter is in turn dependent upon J;_,. Hence 


O1:—O14 =f (ta). 


The translation from investment to output of course occurs 
through the reciprocal of the capital-output ratio}; call this “‘b” 
Then 

O:— O14 = bli, 
and 


Or = bli-y + Or. (1) 


In addition, current saving is so important a determinant of the 
investment in any period that it seems most advisable to designate 
I as a function of S, both public and private. Putting these in terms 
of the propensities to invest and save (so as to include O;): 


It St 
= p . P 
O: Or 


where p is the proportion of saving going into productive invest- 
ment!*, Given the allocation of saving characteristic of under- 


11. Technology can be treated as a separate and distinct factor on the grounds 
that improvements are likely to come at a cost, and the resulting increase in 
output can then be regarded as a return on the resources thus employed. See 
ARNDT, op. cit., pp. 208/09. 

12. “t’? is really intended to represent the average gestation period, but if 
it is to be at all operational it should probably be designated as simply one year’s 
duration. 

13. This is of course not a ceteris paribus concept like marginal productivity, 
and thus it reflects the influence of the other productive services. 

14. Among others, BUCHANAN and ELues have argued that the concept of 
capital should be narrowed to exclude non-productive, or non-economic, 
“capital goods’’. See their Approaches to Economic Development (New York, the 
Twentieth Century Fund, 1955), p. 52. 
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developed countries, the inclusion of p seems advisable as a reminder 
of the significance of values and institutions in affecting the use of 
surpluses. Then 


S 
k= -5 +O (2) 


Letting s stand for the propensity to save and substituting for 0; 
from equation (1): 


L=p.s. (bl¢++ O14) (3) 


This equation yields a cumulative movement upward for the mutu- 
ally interacting variables J and QO. An increase in J;-, results in 
external economies which increase O; beyond the initial act of in- 
vestment, the rise in O; results in more absolute saving, which makes 
possible a rise in J; which induces more external economies, etc. 

To illustrate how change might occur under such conditions, let 
us assume that an economy has been stagnating at the level of 100, 
and that while s may be in the neighborhood of 0.05, p approximates 
zero and there is no net productive investment activity. Also, the 
capital tends to equal the national output. Let us then assume in 
some year a series of autonomous investments, perhaps financed by 
foreign credits or the use of newly created public funds. Net invest- 
ment may now be six and the Gnp 106. Given the tenacity of insti- 
tutions and values, the net investment at first has virtually no 
repercussions; in particular, if funds are at first allocated largely to 
training, education, revision of the governmental machinery, the 
determination and implementation of various institutional reforms, 
etc., it wili take time before the investments yield results. [In terms 
of equation (3), p and s still remain low as both individuals and 
firms continue to discount the future at the old rate.] If the funds 
are directed to fixed capital, this is likely to mean an increase in 
social overhead, which in turn leads to a considerable fall in 6. Real 
income therefore does not tend to expand beyond 106, even though 
money income may rise because of the inflationary pressures intro- 
duced by those earning incomes from the various investment activi- 
ties. If income is not to return to 100—leaving in its wake idle 
capacity, partially trained and educated people, etc.—net invest- 
ments of six must continue over a number of periods. 
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However, if there is to be a success story and some headway is to 
be made against ignorance, poverty, low productivity and institu- 
tional rigidities, changes must eventually occur in the nature of the 
human response. Inertia, fatalism and fear of the future begin to 
give way bit by bit, leading in turn to changes in behavior. These 
developments imply changes in our parameters; for the moment, for 
simplicity sake, let us assume they change in a once-for-all fashion. 
Let s rise moderately to 0.1 while p increases sharply to say 0.6. 
Businessmen are now attracted by the anticipated profits in growth- 
induced and growth-inducing private activities, and some of them 
turn from sharp calculations in trade and finance to industrial entre- 
preneurship; former or potential officers, politicians, adminis- 
trators, scholars and priests find new sources of prestige in economic 
activity; and reforms of various sorts, particularly in the rural sec- 
tor, may create a closer relationship between effort and pecuniary 
rewards. Because of the increasing reliance on capital, however, 
b moves against the economy from the traditional 1.0 to 0.5. Thus 


s=0.1 
p = 0.6 
b = 0.5, 


and O;_, and /;_, are 106 and 6 respectively. Then utilizing equa- 
tions (1) and (3) to derive the succeeding outputs and net invest- 
ments: 








Period O TI net 
t—1 106 6 

t 109 6.54 
t+1 112.27 6.73 
t+e2 115.64 6.94 
t+ 3 119.11 7.15 
t+4 122.69 7.36 
t+5 126.37 7.58 

















In brief, output-capital ratios of 0.5 convert productive net invest- 
ments comprising 6% of the national income into steady annual 
growth rates of 3% in output—which are realistic enough to suggest 
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that “abundant” national economies still cannot be attained over- 
night. And, under our assumptions, capital increases at the rate of 
% per annum. 

Finally let us consider the likely properties of equation (3) over 
time. 

If s, p, and 6 are permitted to alter during the process of develop- 
ment, the implications for the rate of growth are not definite. Cer- 
tain to rise are s and p, with p doubtlessly rising more quickly than s 
in a non-totalitarian state in which savings are difficult to coerce. 
Then p probably levels off at some point below 1.0, especially if mili- 
tary expenditures bulk large, while s may eventually rise to .12 or 
so. The difficult one to cope with is b, so much so that one is sorely 
tempted to be agnostic about it. However, if one does resist the temp- 
tation it seems best to discuss trends in output-capital (or capital- 
output) ratios not by comparing economies at different income levels 
during the same period of time but rather by studying the develop- 
ments of specific economies over time.To adopt the former approach is 
to go much too far in assuming that 6 reflects income levels primarily ; 
collectivist countries, for example, are much more likely to empha- 
size heavy capital in their development program. The second ap- 
proach, that of looking at the temporal sequences of individual 
economies, does suggest, I think, that é is at first high (capital- 
output ratios are low) relative to the advanced countries, and then, 
because of diminishing returns and higher costs, tends to decrease as 
the economy develops toward a more advanced level!®. Since the 
data at the time of the break-through are invariably primitive, it is 
difficult to know if social overhead requirements initially cause a 
considerable dip in b. In any event the relatively high 4 in the fairly 
early periods of development has the advantage of facilitating de- 
velopment at that time, even though it may hamper growthin a more 
advanced economy if it persists. 


15. The following sources offer some evidence in favor of this conclusion: The 
Combined Mexican Working Party, The Economic Development of Mexico (Balti- 
more: Johns Hopkins, for the IBRD, 1953), p. 204, table 26; G. Ranis, ““The 
Capital-Output Ratio in Japanese Economic Development”’, Review of Economic 
Studies, vol. 26 (October 1958), p. 24, table 1; G. Rosen, ‘‘Capital: Output 
Ratios in Indian Industry”’, Indian Economic Journal, vol. 4 (October 1956), 
p. 115, table 1. 
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The over-all growth rates will be affected by the relationship be- 
tween s and p on the one hand and 4 on the other. Since growth 
curves generally appear to be concave upward in the earlier phases, 
s and p probably do rise more sharply than 6 at the outset and b 
probably exerts a greater influence later. However, the experience 
of the United States also suggest the possibility of an increase in } 
in an advanced economy while p and s show little trend. Then the 
growth rate may again accelerate—if the economy experiences little 
cyclical instability. 

By this time, however, equation (3) is no longer appropriate, 
primarily because Say’s Law is no longer valid. Graphically, Say’s 
Law involves an investment function so flat that it never touches the 
horizontal axis and hence never yields a rate of interest or rate of 
return as low as zero. Then any outward shift in the savings function 
is beneficial because it makes possible more investment at a lower, 
or perhaps the same, rate of interest. This of course implies unlimited 
investment opportunities. Keynesian economics, on the other hand, 
suggests steep investment functions; limited investment opportuni- 
ties are the major difficulty and savings functions located far to the 
right are impossible to sustain indefinitely. Now a higher s, which is 
of such paramount importance in equation (3), is no longer the 
significant restraint except in a national emergency, and it can lead 
to an J; which represents excess capacity and which can contribute 
to a lower O;,,. The great specific danger is now that of a periodic 
capital glut, while the major general need if for sufficient aggregate 
spending. High propensities to consume as well as high capital- 
output ratios help maintain employment and probably secular 
growth; and certain second order difference equations, embracing 
consumption propensities and capital-output ratios, become appli- 
cable in explaining cyclical interferences with the growth process. 

All this is in most interesting contrast indeed to the under- 
developed country case, where Jnez in any time period serves as a 
much desired complementary factor of production for under- 
employed resources. Presumably the critical change takes place, and 
equation (3) becomes inappropriate!®, when, given the current 
advances in the level of technology, the existing capital stock is 

16. Historically this appears to have taken place in several of the currently 
advanced countries about the time of World War I. 
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just sufficient to complement the other productive services and to 
permit them to be «fully employed». That is, the critical phase 
comes when the economy possesses a sufficient capital stock to render 
Marxian unemployment obsolete in the sense of eliminating the 
industrial reserve army, irrespective of whether the latter is the 
result of a capitalist “conspiracy”. The widening that takes place 
after this phase is necessary only to provide a complementary ser- 
vice for a growing labor force—so that in a way we are here out- 
stagnating HANSEN by calling attention to the effect on investment 
demand not only of a slowing down of population growth but also of 
the relief of disguised and open unemployment associated with poor 
proportions. Since this represents a decline in one source of demand 
for capital goods the problem of inadequate investment opportuni- 
ties may well arise unless the rate of population growth expands to 
take up the slack. Hence it is probable that here is the point at which 
saving may cease to be the paramount issue, thereby revealing the 
likely connection between capital widening and saving. 

To provide additional investment demand, capital deepening, 
defined as increasing the proportion of capital to other employed 
productive services, must then expand?’. Now we note another con- 
trast between the poor and advanced countries—in addition, that is, 
to stressing saving and capital widening as the strategic factors for 
the poor countries and investment opportunities based upon con- 
sumption demand and capital deepening as being significant for 
the richer ones. More employment and higher marginal efficiencies 
of investment through the use of modern production frequently con- 
flict in the underdeveloped areas, as is illustrated by the discussion 
regarding the encouragement of cottage industry in India. In the 
economically advanced countries capital deepening not only con- 
tributes to improvements in productivity but tends to increase 
long-term employment as well. Not only does deepening add to 
employment because it requires the actual production of investment 
goods, but it also means that some portion of the capital stock is 
less likely to be regarded as excess capacity when compared with 


17. A priori, it is not possible to predict the direction in which capital-output 
ratios will move if capital deepening occurs, for the outcome depends on the 
relative strengths of the substitution and output effects. Presumably the latter 
has predominated in the United States economy in recent decades. 
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a given labor force, thereby leading to a greater optimism among 
decision makers. 

I have endeavored to dwell on a model of sustained development 
because such an approach has received short shrift in the literature. 
Granted that an economy may experience a zero or negative growth 
rate for an extended period of time, the economically advanced 
countries of today have, after all, broken away from the many re- 
straints imposed by poverty; and today’s economically backward 
countries must eventually find some means to overcome their re- 
straints and realize their “revolutions of rising expectations”. I 
suggest that these developments, past as well as potential, imply less 
of an equilibrium approach and something more akin to the model 
developed in these pages. 


University of Connecticut Morris SINGER 


SUMMARY 


While the formal literature concerning the economic development of the poor 
countries abounds in equilibrium models, the equilibrium concept does not 
appear to be a suitable tool for handling cumulative economic change. True, it 
is useful in calling attention to the obstacles confronting development; but a 
theory of relatively sustained growth requires a system emphasizing mutual 
interactions among changing, interdependent variables—that is, the formal 
equivalent of what Myrpat has called the principle of circular or cumulative 
causation. 

This in turn suggests the employment of disequilibrium to yield continuous 
economic growth. MATTHEWws has suggested such a model in the form of a first 
order difference equation, whereby income in any given period is directly related 
to both the increase in income over the preceding period and the accelerator 
and it is inversely related to the propensity to save. These relationships, however, 
serve to maintain a higher aggregate demand and are not particularly appropriate 
to the supply problems of the poorer countries. The form of the equation has to 
be maintained at the same time that the key variables are made to fit the under- 
developed country case more readily. 

As a possible illustration of this type of model I would like to suggest the 
incorporation of (1) the propensity to save, s, now directly related to growth, 
(2) p, the proportion of saving utilized for productive investment, and (3) 5, the 
output-capital ratio. Letting J represent investment and O output, the resulting 
equation reads: 


Te = pe? Se* (6 Ty-y + O¢-4). 
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It is derived from a combination of [;/O; = p+ S:/Oz and O; — Or-; = 6 it-y, 
where QO; can exceed O;-, because [;-, has added to aggregate supply and, 
because of Says Law, has stimulated aggregate demand. 

As long as ~, s, and } remain constant the equation yields sustained upward 
movements in J and O, basically because investment in one period contributes 
to additional investment in the succeeding period. This can continue as long as 
an economy remains so poor that saving can act as a critical bottleneck and in- 
vestment does not help create a redundant capital stock. 


ZUSAMMENFASSUNG 


Wahrend es in der Literatur iiber wirtschaftliche Entwicklung unterentwickel- 
ter Lander von Gleichgewichtsmodellen wimmelt, diirfte der Begriff des Gleich- 
gewichts fiir die Erklarung kumulativer wirtschaftlicher Veranderungen nicht ge- 
niigen. Zugegeben, er erweist sich als niitzlich fir die Erklarung der Hindernisse, 
die sich der Entwicklung entgegenstellen, doch verlangt eine Theorie mehr oder 
weniger ununterbrochenen Wachstums ein System, das gleichgerichtete Ein- 
fliisse und wechselnde, sich untereinander beeinflussende Faktoren einbezieht — 
das heisst das Gegenstiick von dem, was Myrdal das Prinzip des zirkularen oder 
kumulativen Kausalgesetzes genannt hat. 

Dies wiederum legt die Einfiihrung eines Zustandes des Ungleichgewichtes 
nahe zur Erhaltung eines dauernden wirtschaftlichen Wachstums. Matthews hat 
ein derartiges Modell in der Form einer Differentialgleichung erster Ordnung 
vorgeschlagen, wobei das Einkommen in einem gegebenen Zeitabschnitt direkt 
in Beziehung gebracht wird sowohl mit der Einkommenszunahme in der vorher- 
gegangenen Periode als auch mit dem Beschleunigungsfaktor und sich umgekehrt 
proportional zur Sparneigung verhalt. Diese Verhaltnisse dienen jedoch dazu, 
eine héhere Nachfrage zu erhalten, und sind nicht direkt den Versorgungspro- 
blemen der armen Lander angemessen. Die Form der Gleichung wird gleichzeitig 
mit den wichtigsten veranderlichen Faktoren, die sich dem Fal! des unterentwik- 
kelten Landes besser anpassen, aufrechterhalten. Als mégliche Darstellung dieser 
Art von Gedankenmodell schlagt der Verfasser die folgenden Bezeichnungen vor: 
(1) die Sparneigung, s, in direktem Verhaltnis zum Wachstum, (2) p, der Anteil 
von Spargeldern, der produktiv investiert wird, und (3) 6, das Verhaltnis Produk- 
tion zu Kapital. Ferner wird 7 fiir Investitionen und O fiir Gesamtproduktion 
verwendet, woraus sich die folgende Gleichung ergibt: 


Ty = pes se* (bTt-1 + O1-1). 
Sie ist abgeleitet von einer Verbindung von 


T,/O% =p: S:/Oz und O;— O1-1 = 6 ii-1, 


wobei O; grésser sein kann als O;-1, weil /:-1 sowohl dazu beitragt, das Angebot 
zu vergréssern und, nach dem Gesetz von Say, das vergrésserte Angebot angeregt 
hat. 
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Solange pf, s und b konstant bleiben, ergibt die Gleichung héhere Werte fiir J 
und O, vor allem weil Investitionen in einer Periode zu zusatzlichen Investitionen 
in der folgenden Periode fiihren. Dies kann so lange fortdauern, als die Wirtschaft 
des betreffenden Landes so unterentwickelt bleibt, dass die Spartatigkeit als kriti- 
scher Engpass wirken kann und Investitionen nicht dazu beitragen, einen iiber- 
massigen Vorrat an Kapitalgiitern zu schaffen. 


RESUME 


Alors que la question de !’¢volution économique des pays sous-développés a engen- 
dré de nombreux modeéles d’équilibre, il semble que le concept de l’équilibre éco- 
nomique ne saurait suffire pour |’explication des changements cumulatifs. Si la 
considération des obstacles qui contrecarrent le développement est utile, la théorie 
d’une croissance plus ou moins continue requiert cependant un systéme englobant 
les influences mutuelles entre les facteurs variables et interdépendants — soit le 
pendant de ce que M. Myrdal dénomme le principe de la loi de causalité circulaire 
et cumulative. 

Ceci suppose l’introduction d’un état de déséquilibre pour conserver une crois- 
sance économique continue. M. Matthews propose un tel modéle, sous la forme 
d’une équation différentielle du premier ordre ot le revenu d’une période donnée 
dépend directement de l’augmentation du revenu au cours de la période précé- 
dente et du facteur d’accélération; il est inversément proportionnel a la propen- 
sion a épargner. Ces conditions servent, il est vrai, 4 entretenir une demande accrue 
et ne sont pas directement adaptées aux problémes de ravitaillement des pays sous- 
développés. Comme présentation possible de ce genre de modéle, l’auteur propose 
les symboles suivants: (1) la propension a épargner s, alors proportionnelle a la 
croissance, (2) ~, la part des montants épargnés consacrée a des investissements 
productifs, et (3) 6, le rapport production-capital. En outre J représente les inves- 
tissements et O la production globale, ce qui donne |’équation suivante: 


Te = pes ses (bTt1 + Op-1). 


Elle est dérivée d’une connexion de [;/O; = p> 5¢/O¢ et de O; — Op-) = 6 y-1, ob 
O; peut étre plus grand que O;-1 parce que /;-; a contribué 4 augmenter I’offre et 
- selon la loi de Say — encouragé la demande. Pour autant que , s et 6 restent cons- 
tants, l’équation donne des valeurs croissantes pour J etO, les investissements d’une 
période conduisant a des investissements supplémentaires au cours de la période 
suivante. Ceci peut se perpétuer aussi longtemps que l’économie du pays en cause 
reste assez sous-développée pour que l’épargne puisse servir de goulot et que les 
investissements ne contribuent pas 4 créer un stock de capitaux exagéré. 














THE MARXIAN MODEL OF GROWTH 
AND THE “GENERAL PLAN” 
OF SOVIET ECONOMIC DEVELOPMENT 


During the 1920’s the system of Soviet economic planning was as yet 
not developed, and Soviet economists sought to establish guiding 
lines for its evolution. In this connection arose the concepts of short- 
range, intermediate-range, and long-range plans. The short-range 
Control Figures and the intermediate-range Five-Year Plans are well 
known. But Soviet economists also paid attention to a long-range 
General Plan (Genplan). Though it remained an intellectual torso— 
neither formulated in detail nor applied in practice—the General 
Plan is interesting. The problems which were discussed in connection 
with the plan were basic questions of Soviet economic growth during 
the so-called “‘reconstruction period’’!. These problems called for 
solutions based on a theory of economic growth. At the time when 
Soviet economists contemplated the General Plan, a nucleus of such 
theory existed in the form of the Marxian model of expanded repro- 
duction—a nucleus eminently desirable from the viewpoint of Soviet 
ideology. This paper deals briefly with the Soviet methodological 
discussion of planning; it outlines a generalized version of the 
Marxian growth model; and finally it examines the attempt to adapt 
the Marxian model to the needs of the Soviet economy in the form of 
a General Plan. 


The Methodology of Planning® 


Central planning on the vast scale of the Soviet economy presented 
a novel and difficult challenge and it was to be expected that its 
emergence would be slow and sometimes tortuous. The first problem 
that the planners faced was the question of the form of a compre- 


1. Following recovery from the catastrophe of war, civil war, and War Com- 
munism—by about 1926/27—further development of the Soviet economy had 
to proceed on the basis of net investment and a radically new technological base. 
The existing technological base had to be reconstructed—hence the “‘ reconstruc- 
tion period”’. 

2. Cf., e.g., Maurice Doss, Soviet Economic Development Since 1917, Ch. 13. 
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hensive plan. Soon the opinion prevailed that “‘...a plan of economic 
development of the Union ...could be drafted only in the form of a 
perspective balance of the economy... a distinct formulation of this 
problem was already presented by QueEsNnay, and some of the 
elements of its solution were presented by Marx in the excellent 
equations of Volume u of Capital...’’’. 

This suggests that over-all plans were to be projections of a Tableau 
économique or a “schema of reproduction” over some future period. 
Quesnay, the “discoverer of the circular-flow nature of economic 
activity’ *, was a theorist of stationary equilibrium characterized by 
general interdependence; Marx, in his “‘excellent equations’, 
added emphasis on growth and formulated the concept of dynamic 
equilibrium. Thus the idea of a “‘perspective balance” refers to a 
projection of quantitative relationships in the economy which 
satisfy the criterion of internal consistency of its elements. 

Within this general framework there was room for differences of 
interpretation and emphasis. In particular, two views of planning 
came to be distinguished: the plan as a prognosis, and as a directive. 
The relative weight of these views shifted with the development of 
planning and with changes in the structure of the economy. In the 
early stages the prognosis aspect was necessarily dominant. The 
undeveloped condition of the planning system, compounded by 
unreliability of available data, and especially the fact that in the 
mixed economy of NEP a relatively small sector was directly affected 
by government decisions, combi..ed to make the end product of 
planning a highly tentative document. The government, as well as 
Gosplan, viewed the early plans as “orientational prognoses” which 
were to serve as general guides in coordinating decisions of operative 
authorities of the economy. Nevertheless, as early as 1926 it was 
claimed that the annual plan combined “in essence... a prognosis, 
on the one hand, and a directive, on the other’’5. 

Closely related was a discussion centering around the relative 
significance of “‘genetic”’ and “teleological” approaches to planning. 


3. V. A. Bazarov, “Plan v narodnom khoziaistve SSSR”’ [“‘The Plan in the 
Economy of the USSR’’], Ekonomicheskoe obozrenie, 10, 1927, p. 25. 

4. J. A. ScuumPETER, Economic Doctrine and Method, p. 43. 

5. Kontrol’nye tsifry narodnogo khoziaistva na 1926/27 god [Control Figures of the 
National Economy for 1926/27], p. 3. 
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GROMAN, perhaps the chief exponent of the “genetic” approach, 
asserted the dominance of “objective conditions of society and 
objective tendencies of its development’’*. Given the validity of this 
assertion, he proposed that a fruitful way of formulating economic 
plans consisted in discovery of ““empirical laws of statics and dynamics 
of the economy with the aid of statistics and economics’’, and in 
extrapolation of “objective developmental tendencies’. 

The influence of the genetic approach was reflected in early 
attempts at central planning. The Gosplan commission which drew 
up the first Control Figures (for 1925/26)’ “used, as the ruling 
principle of the formulation, a number of regularities which revealed 
themselves in our post-revoiutionary economy’. The commission 
claimed that “empirical investigation revealed a number of sufficient- 
ly stable quantitative coefficients which permit establishment of a 
dynamic system of equilibrium, i.e., such quantitative relationships 
of the separate parts of the economy... necessary in order that future 
development should proceed as painlessly as possible and yield 
optimum results with the least outlay of productive forces’’. 

As time went on, the genetic approach began to lose its sway. 
There appeared voices to the effect that “‘statistical theory does not 
give us the formal mathematical right to extrapolate for the future 
the dynamic tendencies of the past”, that “the exhaustion of the 
motive forces of the recovery process makes prognoses based on 
dynamic coefficients that have characterized previous years very 
questionable”’, and so on. The changing emphasis was accompanied 
by critical attacks on the genetic approach and pleas for a “‘teleo- 
logical’ orientation, i.e., an approach that would break with 
“observable empirical regularities’”” and emphasise instead the will 
“of the class of producers organized in a dictatorship of the prole- 
tariat, ...as one of the elements, and a very decisive element, of the 
direction in which the social process shall progress’’®, 

6. V. G. Groman, “O nekotorykh zakonomernostiakh empiricheski obna- 
ruzhivaemykh v nashem narodnom khoziaistve”’ [“‘On Certain Empirically 
Observable Regularities in Our Economy”’], Planovoe khoziaistvo, 1, 1925, p. 89. 

7. Kontrol’nye tsifry narodnogo khoziaistva na 1925/26 god {Control Figures of the 
National Economy for 1925/26], pp. 9/10. 

8. S.G. Srrumizin in Kommunisticheskaia Akademiia, Ekonomicheskaia 
sektsiia, O piatiletnem plane razvitiia narodnogo khoziaistva SSSR: Diskussiia v Kom- 
munisticheskot Akademii [Communist Academy, Economic Section, On the Five- 
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In the end a compromise was reached which recognized “‘the 
inevitability of combining the genetic and the teleological method in 
order to discover the optimum path of development’’*®. The im- 
portance of empirical investigation of the resource base and of 
endogenous developmental trends was admitted, but it was believed 
that their significance would be gradually narrowed down, so that 
“genetic investigation” would be reduced to the function of providing 
a quantitative account of resources available for disposition by the 
state. The teleological approach was an ideal toward which planning 
should evolve, and the “directive’’ nature of the plan should eventu- 
ally prevail over its “prognosis” aspect. 

As the conception of planning crystallized in their minds, Soviet 
economists faced the question of the time span which a single plan 
should cover. This had to be answered before concrete targets could 
be embodied in any planning document. The question was resolved 
by development of short, intermediate and long-range plans. It was 
generally recognized that the genetic approach would continue to 
play a significant role in drawing up short-term plans, even when the 
state sector had expanded to embrace all of economic activity, 
because targets planned for the relatively near future would be 
deeply influenced by the complex of conditions existing immediately 
before the period began. The volume and the structure of social 
product could only change within narrow limits over the range of 
short-term plans such as the Control Figures. 

But the ultimate objectives of Soviet economic policy looked to 
the distant future—hence the emergence of intermediate and long- 
range plans. As for the approach to be used in drawing up such plans, 
the discussion of planning methodology provided one clue: in 
drawing up intermediate and long-range plans, the planners would 
be largely free from the type of restriction encountered in projecting 
economic development over a shorter period. Of course, there would 
be limits to the projections under any circumstances, but of all three 


Year Plan of Development of the National Economy of the USSR: Discussion in 
the Communist Academy], Moscow, Izdatel’stvo Kommunisticheskoi Akademii, 
1928, pp. 35/36. 

g. V.A. Bazarov, “‘O metodologii postroeniia perspektivnykh planov’ [*‘On 
the Methodology of Drawing-up Perspective Plans’’], Planovoe khoziaistvo, 7, 1926, 
pp. 9/10. 
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types of comprehensive plans, the long-range General Plan would be 
the least restrictive. ““Teleology” and “‘directives’’ would come in- 
creasingly into their own in intermediate and a fortiori, long-range 
planning: “‘...any plan represents a certain combination of elements 
of foresight of what is objectively inevitable and projection of what 
is expedient from the point of view of our subjective social class 
aspirations... in the annual plans primacy belongs to foresight and 
in plans covering several years to directives?®.”’ 

What were the relevant restrictions that would be overcome by the 
mere duration of the period over which the plan was projected? An 
answer to this question was suggested by the Soviet discussion of 
industrialization!?. A fundamental proposition that emerged from 
that debate was the interpretation of the ultimate objectives of Soviet 
economic policy as a transformation of the productive base of the 
economy along the lines of non-proportional development of various 
sectors, an interpretation based on awareness of functional relation- 
ship between economic growth and the structure of the social 
product. The problem of the general form of this functional relation- 
ship required an answer in terms of a theory of growth in which the 
structure of the social product played a decisive role. A nucleus of 
such theory existed, in the opinion of Soviet economists, in Marx’s 
model of expanded reproduction. 


The Marxian Model 


The purpose of this section is to present a generalized Marxian model 
of economic growth. The model leans principally on the discussion of 
the Marxian schemata in the work of a French economist, LEON 
SARTRE!*, Preoccupation with questions of cyclical fluctuations and 


10. S. G. Srrumixin, “‘K perspektivnoi piatiletke Gosplana na 1926/27- 
1930/31 gg”’ [“‘On the Perspective Five-Year Plan of Gosplan for the Years 
1926/27 to 1930/31], Planovoe khoziaistvo, 3, 1927, p. 21. 

11. Cf., e.g., ALEXANDER Eruicn, The Soviet Industrialization Controversy, PhD 
dissertation, New School for Social Research, 1953; ALEXANDER ERLICH, 
‘*Preobrazhenski and the Economics of Soviet Industrialization”’, Quarterly 
Journal of Economics, 1950, 57-88; I. Moraveik, ‘‘ Early Soviet Views on Eco- 
nomic Development’’, Indiana Academy of the Social Sciences: Proceedings 1959, 45-53- 

12. Leon SARTRE, Esquisse d’une théorie marxiste des crises périodiques, Paris, 
Marcel Riviére & Cie, 1937. 
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stagnation was probably responsible for the application that SARTRE 
made of the model, namely to contrast the theoretical possibility of 
uninterrupted growth with the reality of cyclical fluctuations and 
stagnation. Yet the model contains implicitly elements of a simple 
growth theory. It was this type of model which formed the theoretical 
background of the Soviet attempts to formulate a “working hy- 
pothesis”’ of the General Plan?’, 

The first step in building the model is a division of aggregate 
output! into two sectors: Sector A—output of industries producing 
“means of production”; and Sector B—output of industries pro- 
ducing consumers’ goods. Within each sector there exists a certain 
ratio of constant capital (i.e., the input of services of means of pro- 
duction)?* and variable capital (i.e., the input of labor services). 
This ratio is known as the organic composition of capital. If we denote 
constant capital by ¢ and variable capital by v, the organic compo- 
sition, n, is 


The organic composition reflects technological conditions and 
relative factor scarcities. It is likely to vary as between the two 
sectors, between various industries, and between firms. For sim- 


13. For a Soviet discussion and further development of the Marxian model 
cf., G. A. FeL’pMAN, “‘K teorii tempov narodnogo dokhoda”’ [‘*On the Theory 
of Growth Rates of National Income’’], Planovoe khoziaistvo, 11, 1928, 146-170; 
12, 1928, 151-178; and G. A. Fev’pMAN, “‘Analiticheskii metod postroeniia 
perspektivnogo plana”’ [“‘Analytical Method of Drawing-up the Perspective 
Plan’’], Planovoe khoziaistvo, 12, 1929, 95-121; cf. also, Evsey Domar, “‘A Soviet 
Model of Growth” in his Essays in the Theory of Economic Growth, New York, 
Oxford University Press, 1957, 223-261. 

14. The Marxian “gross output”’ differs from our “‘ gross product”’ primarily 
in that it includes the value of inter-firm transactions and thus includes what is 
usually called ‘‘double counting’’, while it excludes certain services. 

15. Since the Marxian concept of output includes inter-firm transactions, 
“constant capital’ includes not only depreciation of fixed capital but also the 
value of products purchased from other firms and used in the period in question. 
To make the “organic composition’’ comparable to a capital-labor ratio, ¢ must 
be broken down into its constituent flows (depreciation and raw material pur- 
chases) and these in turn multiplied by appropriate turnover coefficients. See 
Joan Rostnson, An Essay on Marxian Economics, London, Macmillan, 1957, 7. 
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plicity, a single ratio is assumed for the whole economy. It is to be 
noted that the organic composition may change in the value sense 
even though underlying real relations between capital and labor do 
not change, e. g., if distribution of income between labor income and 
property income changes. For this reason it is desirable to substitute 
a capital-output ratio (capital coefficient) for the capital-labor ratio. 
A capital-output ratio can be derived in terms of the Marxian 
variables: denote net income (net output) by v + s where s stands 
for “surplus value”, i.e., property income, and v, as before, for 
“variable capital’, i.e., labor income. The capital-output ratio, k, 
can then be written as 
c 
v+s° 


With proper qualifications (see footnote 15), this can be inter- 
preted as the capital coefficient. 

The second relevant relationship is the ratio between property 
income, s (surplus value), and labor income, v (variable capital) ; it is 
known as the rate of surplus value, x!*, where 


For simplicity, a single value of x is assumed for the whole economy. 
Variable capital, v, and surplus value, s, can be expressed in terms of 
the ratios x and n and in terms of constant capital c: 


16. It should be noted that the rate of surplus value, x, cannot be interpreted, 
in socialism, as distribution of income between wage receivers and property- 
income receivers. The socialist state is the recipient of surplus value, and the 
propensity to save depends on the allocation of surplus value that the state makes 
between ‘“‘productive accumulation”? and ‘“‘non-productive consumption”’. 
(Hence it would appear imperative that social accounting in the socialist state 
should break down government expenditure into a consumption equivalent and 
an investment equivalent.) Distribution of income under capitalism is relevant 
for the question of the rate of growth because of the assumption of the model 
that only property-income receivers save and invest, so that investment depends 
on the rate of surplus value as well as the ratio of accumulation. Basically the same 
relationship exists in socialism, but the rate of surplus value now becomes the 
distribution of income between wage receivers and the state. 
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The capital coefficient, k, can be similarly expressed as 


ea n 17, 
x+ 1 
Let the constant capital of Sector A = a, and the constant capital 
of Sector B = b. The following equations for the gross products, w, 
of the two sectors can then be written: 


x 


a a 
Sector A: a+—+ = We 
n n 


b bx 
Sector B: 6 -+ ; + = Wp. 
2 n 
In stationary equilibrium (consumption = net output), the gross 
product of Sector A (means of production) must be equal to the 
input of means of production of the two sectors, i.e., 


x 


, a a 
e+—+—=$«+5 
n n 


which reduces to a ax 
+— =. 
n n 


Similarly the gross output of Sector B (consumers’ goods) must equa! 
the net incomes of the two sectors, i.e€., 
x 


b x a ax b b 
bp— pai 4 M24 Kt 
n n n n n 


which also reduces to b=—+ 


c 
but v = —and s = 
n 


c n 
hence k= —_—— = :; . 
c/n -+ cx/n x+1. 
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This equation is known as the condition of simple reproduction (the 
Marxian term for stationary equilibrium). 

The next step in the development of the model is an adaptation 
of the above variables to the assumption of positive net investment. 
This calls for introduction of the third relationship, a variation of the 
propensity to save, known as the ratio of accumulation, f. This is 
defined as the fraction of surplus value, cx/n, which is saved. By 
definition, 1> f > 0 in a growing economy. Hence savings can be 


expressed as cxf _axf , bxf 


> 
n n n 


and consumption of property-income receivers as 


ex(I=f) _ax(I-f) , bx(I-S/) 


n a n n 

A part of investment in each sector is allocated to additional 

capital goods (constant capital) and a part to additional variable 

capital. Assuming, for simplicity, that n, the organic composition of 

capital, is not affected, investment is allocated in the ratio n:1, 

which can be written as ' 
othe 

n+1°n+1 


Hence investment in constant capital can be written as 


+ n+1 n+1 


+] n n 


oe 


~) n cay 


and investment in variable capital can be written as 


n+1 ~ n(n+1)° 


(4, = (f ~f) l cxf 


n 


The equations of total output by sectors can then be written as 
follows: 
a ax(1 —/f) axf axf 

- + os 


n n n+ 1 n(n-+ 1) 


SectorA: a+ 


SectorB: 6+ NE ci ew tA a. SO 
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Equilibrium in a growing economy is defined, as before, as a 
situation in which the demand of Sector A for the output of Sector B 
is equal to the demand of Sector B for the output of Sector A. This can 
be expressed by the following equation: 

a ax(1—f) axf bxf 

7 n *sa5 8" * 5c 
from which can be derived the equilibrium proportion of the constant 
capitals of the two sectors: 


a nrtninxf 


bo nx+n+x4+1l—nxf' 
In dynamic equilibrium the constant capitals of the two sectors are 
related to each other in this manner. Furthermore, given the 
simplifying assumptions of the model, the gross and net outputs of 
the two sectors must also be related by the same ratio. 

The equilibrium ratio depends exclusively on n, the organic 
composition of capital [and hence on fk, the capital coefficient, since 
k=n/(x+ 1)], on x, the rate of surplus value; i.e., the distribution of 
national income between labor income and property income, and /, 
the ratio of accumulation which bears a simple relationship to the 
(average) propensity to save!8, 

If the above condition of equilibrium is satisfied, the economy will 
grow from one period to the next in the following manner (only the 
proof for the growth of constant capital of Sector A is presented here, 
but it can be easily shown that the gross and net outputs of each 
sector are proportional—under the assumption of a constant n and x 
to the constant capitals of their sectors) : 

Constant capital a; of period ¢ will grow to a;,1 as follows: 


arxf = 
= a, (— tee 


“+ oi" SET) = ast 


It follows that equilibrium growth in the model is expressed by the 
first-degree difference equation 


18. Using the symbols of this model, the average propensity to save is: 


savings sf cxfin af 


netincome s+v c(x+1)/n x+1° 
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oo feet 


and on the simplifying assumptions of the model an equilibrium 
percentage rate of growth of the economy can be derived as follows 
(only the growth rate of a is derived here): Let r = equilibrium 
percentage rate of growth of a; then, 


oe. ae 

n+ 1 

Elaboration of the model yields an expression of the equilibrium rate 

of growth as a function of the three ratios, the organic composition 

(or the capital coefficient derived from it), the distribution of national 

income, and the propensity to save. Next the assumption of con- 

stancy of the ratios k, x, and f will be dropped and the behavior of r, 

the equilibrium rate of growth, will be examined as k, x and / vary. 
First case. Let f vary, k and x constant. Substituting k(x + 1) for 

n in the equation of the rate of growth, we obtain: 


FE " 
k(x+1)+1 

where f appears only in the numerator; hence the rate of growth 
increases (decreases) as the propensity to save [f= propensity to 
save times x/(x + 1)] increases (decreases). 

Second case. Let k vary, f and x constant. In the equation of the rate 
of growth 

g 7 xf 


~ k(x +1) +1 


k appears only in the denominator; hence r decreases (increases) as 
k, the capital coefficient, increases (decreases). 


19. n+1+x«f 
ar-s( ) 
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Third case. Let x vary, f and k remaining unchanged. To consider 
the effect of a change in x on the rate of growth, differentiate r with 
respect to x: 

' kf +f 


= ~~ 
o (xk +k +1)? 


The derivative is positive; hence r increases (decreases) as x increases 
(decreases) ; i.e., the rate of growth rises if the share of property- 
income receivers (or of the state) increases. 

The three relationships of the model are, of course, merely sum- 
mary expressions of a number of factors—economic, technological, 
political, etc. For example, the capital-output ratio reflects changes 
in technology or organization (improvements with different factor- 
saving effects), or changes in the structure of demand (capital 
coefficients vary from industry to industry, and the over-all ratio 
reflects changes in structure of output by industrial origin). Changes 
in relative factor scarcities and relative factor prices are reflected in 
movements within existing production functions. The capital 
coefficient is also affected by achievement ofmore intensive utilization 
of capital through countercyclical policy or through diminution of 
interruptions of production resulting from labor-management 
conflict. Similarly, distribution of income between workers and 
property owners is affected by changes in relative scarcity of labor 
and other resources; it reflects the nature of technological and 
organizational improvements, depending on whether they save 
relatively more labor or other factors; and it also reflects the bargain- 
ing power of labor and management. The propensity to save may 
vary in response to the level of income, and it may depend on the rate 
of interest and the accumulation of liquid assets. Finally, each of the 
ratios is subject to the influence of conscious government policy: 
regulation of hours of work, promotion of research, fiscal and 
monetary policy, interest rate policy, labor policy, etc. 

A policy maker interested in economic development (e.g., a 
Russian planner) would have to pay attention to these underlying 
factors, the probable values of the basic variables, and the probable 
effects of economic policies operating through those factors and 
designed to bring about desirable change in one or more of the basic 
variables. 


8 
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The General Plan 


Discussion of the General Plan, a long-range program of economic 
growth that the Soviet Union was to undergo over a period of about 
fifteen years, began around 1926%°, A special commission was es- 
tablished within Gosplan and charged with laying the plan’s 
groundwork. The difficulties inherent in setting more or less concrete 
targets for some fifteen years ahead led to the fact that work on the 
General Plan revolved for some years around questions of general 
principle, while the projections that were made suffered from lack of 
substantiation, being commonly based on “revolutionary enthusi- 
asm’’ rather than investigation of the real possibilities ofdevelopment. 

The chairman of the commission, KovALevsku, submitted in 
1929 a ‘working hypothesis”’of the plan to thepresidium of Gosplan”’, 
and early in 1930 spoke on the subject at a meeting held in the 
Gosplan Institute of Economic Research. The following is based on a 
stenographic record of his report and the discussion that followed?*. 

Both the report and the subsequent discussion dealt chiefly with 
general questions of drafting long-range plans, especially the re- 
lationship between long-range planning and the Marxian model of 
growth. The question, as KovALEvsktI put it, was ‘““whether work on 
the General Plan should proceed inductively, via collection and 
sorting of empirical data’, or whether use should be made of re- 


20. ““The General Plan of reconstruction of the economy... appeared rela- 
tively recently, since the time of the Congress of the Presidia of Gosplans in 
March of 1926.” P. S. Osapcun, “‘General’nyi plan rekonstruktsii narodnogo 
khoziaistva i krupnoe stroitel’stvo”’ [“‘The General Plan of Reconstruction of 
the Economy and Large-Scale Construction’’], Planovoe khoziaistvo, 11, 1926, 11. 

21. N. A. Kovacevsku, Rabochaia gipoteza razvertyvaniia narodnogo khoziaistva 
SSSR v genplane: Doklad prezidiumu Gosplana [A Working Hypothesis of the Develop- 
ment of the Economy of the USSR During the General Plan: Report to the 
Presidium of Gosplan], Moscow, Plankhozgiz, 1930. Unfortunately, I was unable 
to see a copy of this report. 

22. N. A. Kovaevsku, “‘K postroeniiu general’nogo plana’”’ [“‘On the Con- 
struction of the General Plan’’], Planovoe khoziaistvo, 3, 1930, 117-208. This was 
not the first discussion of the plan, but it was apparently the last. Soon after- 
wards, both Kovatevsku and the General Plan disappeared from the scene. 
Domar commented briefly on KovALevskn’s 1930 speech in “‘A Soviet Model 
of Growth”’ in his Essays in the Theory of Economic Growth, N.Y., Oxford University 
Press, 1957, 254-258. 
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fined methods of dialectical thinking, relying on the brilliant 
Marxian schemata of reproduction... modified to conform to our 
circumstances’. KovALEvsku favored decidedly the use of’ Marxian 
abstract analysis” as the first step in the formulation of the plan. 

Two phases in the drafting of the plan were distinguished : a phase 
of “making major generalizations about economic development over 
a long period”, and a phase of “making the major generalizations 
successively more concrete’’. The product of the former phase was to 
be the “working hypothesis’”—essentially a rough orientational 
draft of the plan. The major part of the working hypothesis was to be 
an orientational projection of key aggregative variables. But two 
additional questions had to be dealt with before embarking on 
projections: the question of “ultimate objectives” and the question 
of the methodology of long-range planning. 

Foremost among the “ultimate objectives” of the General Plan 
was the famous “great desideratum”’ of Soviet eccnomic policy 
calling for “catching up with and overtaking the most advanced 
capitalist countries”; the second goal called for “fulfillment of the 
cooperative plan of Len1n*’ and end of the New Economic Policy by 
the end of the first Five-Year Plan”; the third demanded “‘develop- 
ment of socialist institutions during the latter part of the General 
Plan, and a gradual transition to the more perfect forms of com- 
munist society’. During the discussion following his report, Kova- 
LEVSKII was criticized for neglecting the last two objectives, or—as his 
critics expressed it—for emphasising the development of “‘productive 
forces” at the expense of “‘productive relationships”. The criticism 
was generally valid; KovaLevsku’s chief concern was economic 
development in a narrower sense, i.e., raising levels of output and 
productivity, rather than its socio-political aspects. 

Concerning method, Kova.Levsku drew a sharp line between 
“Marxian abstract analysis’ and earlier Soviet approaches evolved 
in connection with the preparation of annual Control Figures and 
the Five-Year Plan. The early planning efforts included extra- 
polation of past trends and estimates of experts concerning real 


23. “*... a plan for the transformation of the agriculture of the USSR on 
socialist principles; a plan of gradual incorporation of the broadest masses of the 
peasantry in the channel of socialist construction through cooperation.” Bol’shaia 
Sovetskaia Entsiklopediia [The Great Soviet Encyclopedia], 2nd ed., Vol. 22, 577. 
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possibilities of output in the forthcoming period. KovaLevskn 
believed that this approach led to deplorably low targets. The 
erroneously low prognoses and directives of previous plans were due, 
in his opinion, to the planners’ inability to foresee technological and 
organizational achievements, and the “growth of productive 
forces”. He was convinced that the method of abstract analysis 
would overcome these difficulties. His dissatisfaction with existing 
approaches reduced itself essentially to the charge that the latter 
overemphasised “‘collectingand assembling empiricaland inductively 
constructed data, i.e., exclusive reliance on synthesis, effected 
through... successive approximations... quite unsystematically and 
primitively...”. Such unsystematic groping may well have been 
inevitable in the early stages, before planning could be “put on a 
scientific basis”; but KovALEvskil was convinced that this period 
had come to an end, and that new plans had to be methodologically 
founded on abstract analysis, i.e., on a Marxian model of economic 
growth. 

The working hypothesis proposed by KovaLevsku employed 
seven “‘basic indicators” (i.e., key aggregative variables) *4: National 
income (D)*5, net investment (D,), capital stock (F), capital con- 
sumption (taken as identical with depreciation allowances) (4A), 
average productivity of labor (D/ChCh), average productivity of 
capital called “coefficient of capital effectiveness” (D/F), and 
average propensity to save, called “coefficient of intensity of pro- 
ductive accumulation” (D,/D). Kovatevskn considered the 
simplicity of this set of variables to be a great advantage. He be- 
lieved that this would greatly facilitate the problem of long-range 
planning, at least in the stage of the working hypothesis, for ‘“‘the 
projection of the two basic coefficients, the coefficient of reproduction 
[productivity of capital] and the coefficient of productive accumul- 
ation [propensity to save] will yield the changes in the other indi- 
cators of the General Plan”. The planners would be able to project, 
“‘by means of extremely simple formulas’’, the basic elements of the 


24. With the exception of employment (expressed in man-hours) all the 
‘*basic indicators’? were expressed in constant prices of the initial year of the 
General Plan (1927/28). 

25. I am using the symbols by which the “basic indicators’’ are denoted in 


the original article. 
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process of development, and, in conjunction with the ultimate 
objectives of economic policy, “determine the structure of the 
economy and the combination of individual industries’. 

Given the ultimate objectives of the General Plan, the first step 
was to be an orientational projection of the basic indicators. Though 
KovALEVSKII was critical of earlier Soviet approaches to the setting 
of planned targets, his own suffered from similar defects. His tech- 
nique of projecting the behavior of the key variables combined 
extrapolation of recent trends with a tendency to blend desired 
results with possible accomplishments. 

Beginning with a definition of national income as the number of 
man-hours of employment times the average productivity of labor, 
KovaLEvskil proceeded to project the behavior of these variables. A 
clear indication of the tendency to use desired accomplishment in 
place of the projected target, without much further justification, is 
revealed by the statement concerning the future behavior of labor 
productivity : 

Since we have set as our objective in the sphere of the technique of production 
the catching up with and overtaking, within the period of the General Plan, of 
the most advanced capitalist countries, it is natural that in our orientational 
calculation of the future growth of labor productivity we should turn first to the 
most advanced of them—the United States”®. 


Around 1929 the estimated average labor productivity of the us 
exceeded Soviet labor productivity 9-fold. KovaLEevskn estimated 
further that this difference would increase to 12-fold if the production 
functions of the “most advanced” us firms were considered rather 
than those of average firms. For good measure he estimated that in 
12 years the ussR would surpass the 1929 level of us labor productivi- 
ty—thus defined—by 20 per cent; i.e., Soviet labor productivity was 
to rise 14.4-fold. Extrapolating the estimated increase of Soviet labor 
productivity during the current year and projecting this rate, which 
amounted to 25 per cent, over the 12 year period?’, he obtained an 


26. N. A. KovaAtevsku, “‘K postroeniiu...”’, op. cil., p. 126. 

27. Itshould be noted that it is not quite certain (from the available material) 
what exact period the Kovalevskii report was to cover. Sometimes he spoke of 
12 years, sometimes of 15 years. L. M. Sassovicu who also prepared a working 
hypothesis of the General Plan (see below) was concerned with a 15 to 20 year 
period. 
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increase of about the same order of magnitude (14.6-fold). The 
blending of the two approaches—desired achievement and extra- 
polation of recent experience—is thus clearly illustrated: 





There is nothing unlikely in such growth of labor productivity over a period 
of 12 years of rapid reconstruction. The Control Figures for 1929/30 call for a 
25 per cent increase in industry. With such a rate of growth, labor productivity 
in industry would increase 14.6-fold over a period of 12 years. And we are only 
at the threshold of reconstruction; its results are still, for the most part, ahead 
of us®... 


Concerning employment, KovALEvsku adopted an average rate 
of growth of man-hours of 2.3 per cent per annum, i.e., an increase of 
32 per cent in 12 years. This projection would not seem too unrealistic 
in view of what could be expected with respect to population growth 
and labor force participation over the period of the General Plan. 

On the basis of these projections of employment (a 1.32-fold 
increase) and labor productivity (a 14.4-fold increase), national 
income was to rise 19-fold in 12 years, i.e., at an average rate of 
27.8 per cent per year. But this unprecedented rate of expansion 
was not the limit. The projection of employment did not include 
absorption of the substantial reserves of unemployed and under- 
employed labor which KovaLevsku estimated at 28 per cent of the 
labor force at the beginning of the General Plan: 

This reserve of labor, when rationally utilized, will permit us to shorten the 
work day as compared to the initial year of the plan, or to raise the volume of 
output, given the length of the work day. Further shortening of the work day will 
depend, generally speaking, on growth of labor productivity beyond the 14.4-fold 
increase”, 

Accumulation of capital would, of course, play a major role in 
raising labor productivity to the projected level, and KovALevsku 
therefore turned next to a projection of the “coefficient of intensity of 
productive accumulation”’, i.e., the propensity to save. Noting that 
the latter had risen from 20.1 per cent to 37.7 per cent in 1929/30, he 
projected a rise to 45.3 per cent and 46.4 per cent in the next two 
years. This rise was not to have any unfavorable repercussions on 
consumption; on the contrary, consumption was to rise by 15 per cent 
in 1930/31, by 31 per cent in 1931/32, and by 44 per cent in 1932/33. 

28. N. A. Kovaevsku, “K postroeniiu...’’, op. cit., p. 126. 

29. N. A. Kovatevsku, “‘K postroeniiu...’’, op. cit., p. 128. 
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Though these projected increments represented substantial increases 
in per capita consumption as well, he thought of them as insignificant 
compared to what was to come later: 


... the pursuit of joyful life would lead—in the near future—to drastic decline 
in the rate of capital formation. Were we to pursue high levels of consumption, 
we would inevitably eat the goose that would lay golden eggs in later years; we 
would use up resources which—if invested during the early years—would later 
yield many times more than the crumbs, the “‘ 
offer the proletariat in the near future*®, 


mess of pottage’’, that we could 


The projected phenomenal growth of output would soon make 
unnecessary the exceptionally high levels of the propensity to save. 
Satisfactory growth rates required, by 1939/40, a propensity to save 
of only 33 per cent. A further decline, to 31 per cent, was projected for 
1944/45. Even these reduced rates, as KovALEvsku observed, were 
higher than anything achieved in the us in peace time. 

Though the Soviet state was in the position—especially in view of 
collectivization of agriculture which was then in full swing—to 
determine the propensity to save within wide limits, the projection 
was again based on a combination of “genetical’’ extrapolation of an 
observed trend (the projection does not significantly depart from the 
1929/30 ratio of 37.7 per cent), and the “teleological” approach. The 
“ultimate objective” called for surpassing the 1929 output of the us 
over the period of the General Plan; KovaLevsku projected a rate 
of capital formation that would provide the ussr with the capital 
stock required for the desired output. 

The projected investment program called for “‘catching up” with 
the 1929 us capital stock over the period of the General Plan. 
However, at the end of this period Soviet national income was to 
surpass the us national income of 1929 three-fold! The key to this 
achievement lay in the “coefficient of effectiveness of reproduction’, 
i.e., the productivity of capital. KovALEvsku estimated the value of 
this coefficient at 30.7 per cent at the beginning of the General Plan 
(1927/28)—implying an over-all capital coefficient of 3.25, as 
compared to the us capital coefficient which he estimated at 4.5. 
Soviet capital productivity then rose to 32 per cent in 1928/29, and 
again to 36 per cent in 1929/30. Subsequently, capital productivity 
was to rise gradually and at a declining rate, reaching 65 per cent in 


go. N. A. Kovacevsku, “‘K postroeniiu...”’, op. cit., p. 120. 
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1939/40 (capital coefficient of 1.53) and 66 per cent in 1942 (capital 
coefficient of 1.51). Having reached this level it was to become stable 
or perhaps even slightly decline. 

The estimate of the value of the “coefficient of effectiveness of 
reproduction”’ plays a crucial role in KovALEvskul’s hypothesis of the 
General Plan. This was emphasised by FEL’pDMAN, one of the dis- 
cussants of the report: 


... the ratio of net output to capital stock required to produce that output is 
of tremendous significance... If you do not project what capital stock is required 
to produce the volume of output, you cannot determine the required accumula- 
tion, and consequently you cannot determine the level of consumption*!. 


KovALEVskKtl’s projection of the coefficient rested essentially on the 
thesis that the Soviet economy—as opposed to a capitalist economy— 
would completely abolish “‘excess capacity’. His substantiation of 
the projected values of capital productivity amounts essentially to 
that. He estimated that excess capacity in the us amounted, on the 
average, to 25 per cent of total capacity (‘“‘the us utilizes her capital 
stock with an intensity of around 75 per cent’’), while the ussR was to 
have no excess capacity by the end of the General Plan*?. This was to 
be accomplished primarily—whenever technically feasible—by 
introducing a multi-shift system of continuous operation of plants. 
This amounts essentially to placing primary emphasis on infusion of 
labor—the abundantly supplied Soviet factor of production—and of 
working capital into the expanding plant. KovaLEvsku had in mind 


31. G.A. FEL’pMANin N. A. Kovacevsku, “‘ K postroeniiu...’’, of. cit., 175-177. 

32. “‘Because of its characteristic tendency to limit the effective demand of 
the masses, capitalism never operates with full utilization of the capacity of its 
enterprises. Under capitalism, the economic limit of capacity is considerably 
lower than the technological limit. Such a contradiction is alien to the Soviet 
system: in our economy we,find the very opposite tendency: as a general rule, the 
growth of effective demand exceeds somewhat the growth of the physical volume 
of production: hence in the Soviet economy, the technical and the economic 
maximum coincide. This technological maximum has not yet been exhausted, 
even to this day, in a number of enterprises which have long since exceeded the 
pre-war level of output. And there is no doubt that the high rate of growth of 
output depends to some extent on this utilization of capacity over and above the 
recovery level in enterprises inherited from capitalism.’’ V. A. Bazarov, “‘O 
perspektivakh khoziaistvennogo i kul’turnogo razvitiia’’ [‘‘On the Perspectives 
of Economic and Cultural Development’’], Ekonomicheskoe obozrenie, 6, 1928, 61-62. 
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the successes of the “‘recovery period” when rapid growth of output 
was attained primarily through liquidation of excess capacity (“the 
coefficient of reproduction will rise, in the first place, because of labor 
power (man-hours) used with the existing equipment (increase in the 
number of work shifts, the number of work days, continuous pro- 
duction, absence of stoppages caused by depressions, strikes, lockouts, 
etc.”’.) In his estimate the ussr had, on the average, 1.5 to 1.6 shifts 
per day (with a theoretical maximum of 3.4 seven-hour shifts per day, 
which he admitted was technically impossible), while the us had, on 
the average, one shift per day. By “rational utilization of all existing 
equipment via introduction of the multi-shift system” alone, the 
Soviet economy would raise the effectiveness of reproduction 
approximately 2.5 times as compared to the us—i.e., from 22 per cent 
to 55 per cent. Capital productivity would also be raised by “‘uni- 
fication of electric power stations” and ‘“‘optimum combination of 
existing enterprises’’, i.e., via economies of scale and complemen- 
tarities, as well as by adopting Western technology of the capital- 
saving kind (‘‘following Epison’s system, telegrams canbe transmitted 
two-at-a-time and four-at-a-time over a single wire; this... enables a 
four-fold more intensive utilization of existing capital’’). The sources 
of the projected rise of capital productivity can thus be reduced to 
two major ones: (a) abolition of excess capacity, and (b) adoption of 
capital-saving technology and organizational improvements, with 
major emphasis on the former. 

The gradual cessation of the projected growth of capital produc- 
tivity was explained chiefly in terms of the “‘better life”’ to be achieved 
in later years of the General Plan (shorter hours, longer vacations, 
longer years of training for young people), and in terms of structural 
shifts to more capital-intensive activities, e.g., more residential 
housing construction. KovALevsku did not specifically mention it, 
but it appears that once the “‘maximum degree of capital utilization” 
is attained, further growth of capital productivity requires radical 
change of technology or radical shifts of the structure of production 
in the direction of capital-saving activities. He did not venture any 
prognoses about technology, beyond “catching up” with the most 
advanced technology of the West. On the other hand, while he was 
convinced that empirical data indicated a long-run tendency for 
capital productivity do decline in capitalist countries, yet he noted 
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that in times of radical technological change capital productivity may 
rise even under capitalism; according to his estimates, us capital 
productivity rose from 16.9 to 20.3 per cent between 1880 and 1900, 
a period of changeover from steam to electricity. The “law of 
declining productivity of capital” could be reversed by technological 
change even in capitalism. As was shown above, KovALEvskiI was 
rather agnostic concerning the behavior of the coefficient of repro- 
duction in later years. On the one hand, “the future is the age of 
machines’’, and it was therefore quite possible that “given presently 
known tendencies (i.e., capitalist, especially us, experience) of 
technological development’, the coefficient would decline. On the 
other hand, this was not inevitable; it was possible, e.g., that 
“collossal successes of chemistry” would reduce capital inputs 
required to produce certain outputs: “‘simple chemical reactions 
would produce the things which are now done by mechanical 
methods requiring large outlays of labor” (including the Marxian 
“dead” labor, i.e., capital). 


The Projections and Reality 


In the second part of his report, KovALEvsku presented a number of 
projections of physical outputs. It is interesting to compare some of 
these projections with official Soviet data for a much later period. 
Even if allowance is made for the Soviet defense effort during the 
thirties, World War u and the cold war, the comparison reveals a 
striking lack of realism. In no case did the officially claimed output in 
1957 come as high as the figures projected by the “working hypothe- 
sis’ for 20 years earlier. 








Kovalevskii’s projection Official Soviet figures 
for 1937/38 for 19575% 
er ae aera 540 million tons 463.4 million tons 
Petroleum ... . 127 million tons 98.3 million tons 
ae 78 million tons 37.0 million tons 
ORS eee m hs 82 million tons 51.1 million tons 

















33. Pravda, November 7, 1957, and November 14, 1958; Vestnik statistiki, 5, 1958. 
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KovALEvsktl's task was the formulation of the basic outlines of a 
long-range plan of development geared to the “ultimate objectives” 
of Soviet economic policy. His approach to the task of “‘catching up 
with and overtaking” led him to concentrate on a few key variables, 
particularly the propensity to save and the over-all productivity of 
capital. Though he repeatedly insisted that the nature of his pro- 
jections was merely orientational, the discrepancy between actual 
experience and his projections is of such an order of magnitude that 
the latter should be judged a failure. This leads to the question: Was 
KovALEvskll’s theoretical approach to the problem of growth 
invalid or did he estimate incorrectly the values of his variables? It 
would seem that each aspect was partly responsible for the failure of 
the ‘working hypothesis” to predict. The type of growth model on 
which Kova.evsku based his projections is not itself a sufficient 
basis for formulation of predictive propositions. Further elaboration 
of the theory was necessary—as Kova.evsku himself repeatedly 
stressed—before it could serve as a basis of a realistic plan. Kova- 
LEVSkIl’s procedure in assigning values to the variables of the model 
also leaves much to be desired. A typical example is the way in which 
he arrived at his estimate of the growth of labor productivity. He 
began by estimating how much Soviet labor productivity should rise 
to overtake us labor productivity in 12 years. This he adopted as the 
projection of how much labor productivity would rise. This is clearly 
unsatisfactory. Nor was his procedure significantly improved by his 
attempt to support the projection by extrapolating the estimated 
increase in labor productivity of a single year, especially since that 
year (1929/30) could hardly be considered “normal’’. 

KoOvALEVSKII was not alone in his optimism concerning the 
growth possibilities of the Soviet economy. In 1929, SABSOVICH 
published a “‘working hypothesis” of the General Plan*4 worked out 
in great detail and containing a large number of projections, most of 
them quite as unrealistic as KovALEvsk1’s. He projected, for example, 
a 100-fold increase of gross output of industry over the years 1927/28 
to 1947/48 (average annual rate of growth of 25.9 per cent). One 


34. L. M. Sassovicu, “‘Gipoteza masshtabov produktsii osnovnykh otraslei 
narodnogo khoziaistva SSSR v period general’nogo plana”’ [‘‘A Hypothesis of 
the Scale of Production of the Key Branches of the Economy of the USSR during 
the Period of the General Plan”’], Planovoe khoziaistvo, 1, 1929, 54-103. 
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year later he revised this estimate upwards**! According to the new 
estimate, gross output of industry was to increase 295-fold in 20 years 
(average annual rate of growth of 46 per cent)! Even Kova.evskn 
thought that such optimism was exaggerated. 

The question of attainable growth rates was raised frequently 
during the late twenties, and there was no lack of criticism of the 
“official optimists”, such as the following ironic remarks of BAzARov: 


Let us take a look, however, at what the near future promises if we accept the 
“*modest”’ rate of growth of 18 per cent as an established normal rate of growth 
of our industrial development... in less than 20 years we shall have left North 
America far behind with respect to the level of industrial development (assuming 
that the latter’s industrial development will in turn be no slower than at present) 
and in 30 years there will be 100 times more industrial output for every citizen 
of the Soviet Union than there is in our days... even during the life time of the 
present generation the productive forces of the USSR will attain such mighty 
development that state regulation of production and consumption will become 
superfluous, and that the people of the Soviet Union will be able to move to 
full stateless communism, having inscribed on their banners the slogan ‘from 
each according to his ability, to each according to his needs’’. Unfortunately, 
the appeal to the great possibilities which the Soviet Union possesses does not 
rest on any elaborated and generally accepted theory of this economy, since no 
such theory was so far developed. 


But warnings that the projected growth rates were not founded on 
real possibilities of development were rejected by the optimists. In 
the first place, they pointed out that during the twenties “bourgeois 
specialists” in the Soviet Union had repeatedly voiced such warnings, 
but that actual events had refuted them. Of course, this was not a 
legitimate defense, in view of the fact that a major characteristic of 
the Soviet economy during the twenties was recovery from cata- 
strophically low levels of output. An annual increase in output of 
100 per cent in 1922 or 1923 hardly justified extrapolation of such a 
rate for later years when pre-war levels had already been attained. 
Nor were the “optimists” impressed by the fact that the growth rates 


35. L. M. Sassovicn, SSSR cherez 10 let [The USSR in 10 Years], Moscow, 
Gosizdat RSFSR “‘ Moskovskii Rabochii’’, 1930. 

36. V. A. Bazarov, “‘O perspektivakh khoziaistvennogo i kul’turnogo raz- 
vitiia”’ (“On the Perspectives of Economic and Cultural Development’’], Ekono- 
micheskoe obozrenie, 6, 1928, 57-59. 
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which they projected were entirely without precedent. They were 
confident that the “growth advantages of socialism”’ entitled them 
to disregard the experience of capitalist growth. In introducing his 
“working hypothesis’’ of the General Plan, SaBsovicu expressed well 
the creed of the “‘optimists”. He considered the length of the period 
which would have to elapse before the ussr could “‘catch up” with 
the industrial development of the United States; with an annual 
rate of growth of Soviet national income equal to 10 per cent, 
accompanied by a 5 per cent rate of growth in the United States, he 
calculated that the ussr would achieve the 1929 us output around 
1965, and could not catch up with us current output until around 
2000. T..is was utterly unacceptable. The Soviet rate had to be 
significantly higher: 

... we cannot set ourselves such a task. It would mean that the immeasurable 
advantages of socialist over capitalist organization of the economy—even in the 
rudimentary form of the period of transition—are merely abstract theoretical 
assertions which cannot be applied in real life®’. 


Thus, in the last analysis, the optimistic projections embodied in 
the General Plan represented a triumph of the “teleological” 
approach. Desired achievements were taken as the actually possible 
results of economic development. 


University of Alberta, Canada I. Moravcik 


SUMMARY 


The system of economic planning was not yet established in the Soviet Union 
during the 1920’s, and a number of problems confronted the economists engaged 
in the task of laying its groundwork. One of the most urgent questions was the 
problem of the substantive content of the plan. Soviet economists approached it 
by interpreting the chief objective of economic policy as a transformation of the 
economy along lines of non-proportional development of the various sectors— 
an interpretation based on awareness of a functional relationship between eco- 
nomic growth and the structure of the economy. The general form of this func- 
tional relationship would be obtained from a theory of growth which assigned 
a key role to the structure of the economy. For a nucleus of such theory Soviet 


37. L. M. Sassovicn, “‘Gipoteza masshtabov...”’, op. cit., 54. 
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economists turned to MaArRx’s model of expanded reproduction. The most im- 
portant conclusion of the model concerns the relationship of the sectors producing 
capital goods and consumer goods in a growing economy. An equilibrium rate 
of growth, derived from this relationship, varies directly with the share of income 
going to property owners (or to the state) and with the propensity to save; it 
varies indirectly with the capital-output ratio. 

On the basis of the Marxian model Soviet economists proceeded to develop 
a fifteen-to-twenty-year General Plan of development. A ‘‘ working hypothesis” 
of the plan which was submitted to Gosplan employed a number of aggregative 
variables among which capital productivity and the propensity to save were 
singled out as particularly significant. The ‘‘ hypothesis”? contained projections 
of the key variables, based essentially on extrapolation of recent trends combined 
with a tendency to blend desired results with possible accomplishments. A number 
of projections of physical targets were also presented, but a comparison with later 
official Soviet data reveals a striking lack of realism of these projections. The 
failure was probably due to the fact that the growth model on which they were 
based was not adequate to yield the kind of predictive propositions that were 
made, and the technique of assigning values to the variables left much to be 
desired. 

There was no lack of warning in the Soviet Union against the exaggerated 
optimism exemplified by the “working hypothesis”, but the warnings were 
rejected by the “‘ official optimists”’ who were too impressed with the high growth 
rates experienced during the recovery period and too imbued with faith in the 
growth superiority of socialism. The devotion to the ideal of ‘‘ teleological” 
planning reduced itself, in the last analysis, to identifying desired achievements 
with actually possible results of economic development. 


ZUSAMMENFASSUNG 


In den zwanziger Jahren bestand in der Sowjetunion noch kein System der Wirt- 
schaftsplanung, so dass sich die Wirtschaftswissenschafter einer Anzahl von Pro- 
blemen gegeniibergestellt sahen, als sie sich daran machten, die Grundiagen eines 
Planungssystems aufzubauen. Eine der dringendsten Aufgaben war die Festlegung 
des substanziellen Inhalts des Planes. Die sowjetischen Wirtschaftssachverstandi- 
gen sahen den Hauptzweck der Wirtschaftspolitik in der Umwandlung der Wirt- 
schaft in der Richtung einer disproportionalen Entwicklung der verschiedenen 
Wirtschaftszweige — eine Deutung, die auf der Annahme eines funktionellen Zu- 
sammenhangs zwischen wirtschaftlichem Wachstum und der Struktur der Wirt- 
schaft beruhte. Die allgemeine Form dieses funktionelien Zusammenhangs wurde 
von einer Wachstumstheorie abgeleitet, die der Struktur der Wirtschaft eine 
Hauptrolle zuschreibt. Den Ausgangspunkt fiir ihre Theorie fanden die Wirt- 
schaftswissenschafter in der Mehrwerttheorie von Marx. Die wichtigste Schluss- 
folgerung des Gedankenmodells von Marx bezieht sich auf den Zusammenhang 








ron k a 


—aAneem< 


aq ev 


Ss ss Ss Oo a BW 


— ~ oa 


oO rt OT 


Qo =_>->_ — i — F 8) — LA 


AS 














MARXIAN MODEL OF GROWTH AND THE “GENERAL PLAN” 573 


der Sektoren, die in einer wachsenden Wirtschaft Investitionsgiiter einerseits und 
Konsumgiiter anderseits herstellen. Eine ausgeglichene Wachstumsrate in diesem 
Zusammenhang hangt ab vom Anteil des Ertrags, der den Besitzern (oder dem 
Staat) zufallt und vom Anteil, der gespart wird. Sie hangt indirekt ab vom Ver- 
haltnis zwischen Kapitalgiiterproduktion und der Herstellung von Konsum- 
gutern. 

Auf Grund des Marxschen Gedankenmodells entwickelten die sowjetischen 
Wirtschaftswissenschafter einen allgemeinen Entwicklungsplan fiir 15-20 Jahre. 
Ein Vorschlag, wie der Plan verwirklicht werden kénnte, wurde der Gosplan 
unterbreitet, wobei unter anderem die Bedeutung der Kapitalbildung und der 
Sparneigung hervorgehoben wurde. Der Vorschlag enthielt Voraussagen iiber 
die Entwicklung der wichtigsten veranderlichen Faktoren, welche sich in der 
Hauptsache auf Extrapolationen der Entwicklung in der jiingsten Vergangenheit 
stiitzten, wobei wiinschbare Ziele mit méglicherweise erreichbaren Resultaten 
geschickt verbunden wurden. Eine Anzahi Voraussagen fester Planziele wurden 
auch einbezogen, doch enthiillt ein Vergleich mit spateren offiziellen Statistiken, 
dass diese Voraussagen auftfallend weit von der Wirklichkeit abwichen. Der Miss- 
erfolg war wahrscheinlich dem Umstand zuzuschreiben, dass das Wachstums- 
modell, auf dem sie fussten, nicht geniigte, den Voraussagen als Grundlage zu die- 
nen und zudem die Art, in der die sich verandernden Faktoren in das Gedanken- 
modell einbezogen wurden, viel zu wiinschen iibrig liess. 

Es bestand kein Mangel an warnenden Stimmen in der Sowjetunion selbst 
gegen den iibertriebenen Optimismus, der in den aufgestellten Hypothesen zum 
Ausdruck kam, doch wurden diese Warnungen in den offiziellen Kreisen abge- 
lehnt, da sich diese von den hohen Wachstumsraten, wie sie in der Erholungs- 
phase eintraten, blenden liessen und von der Wachstumskraft des Sozialismus 
allzusehr eingenommen waren. Der Glaube an das Ideal der zweckbestimmten 
Planung verminderte sich in spateren Analysen, wobei wiinschbare Ziele wirklich 
erreichbaren wirtschaftlichen Ergebnissen gleichgesetzt wurden. 


RESUME 


Vers 1920, il n’existait pas encore de systéme de planing économique dans 
l’Union soviétique. Les économistes qui s’efforcérent d’en établir les bases durent 
affronter un certain nombre de problémes. L’un des plus urgents était la question 
du contenu du plan a établir. Selon l’interprétation des économistes soviétiques, 
le principal objectif de l'économie politique devait étre une transformation de 
l’économie, transformation a réaliser par un développement non proportionnel 
des différents secteurs. Cette interprétation se basait sur l’hypothése d’une relation 
fonctionnelle entre la croissance économique et la structure de |’économie. Dans 
sa forme générale, cette relation était dérivée d’une théorie de la croissance qui 
attribuait un réle de premier plan a la structure de l’économie. La plus-value de la 
doctrine marxiste avait servi de point de départ a cette théorie. La principale 
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conclusion du modéle marxiste concerne la relation entre les secteurs d’une écono- 
mie croissante produisant des bien capitaux et ceux fabriquant des produits des- 
tinés 4 la consommation. Dans cet ordre d’idées, l’équilibre du taux de croissance 
dépend de la part du revenue entrant en possession du propriétaire (ou de |’Etat) 
et celle de l’épargne. Il dépend indirectement de la relation entre la production 
ce biens capitaux et de la fabrication de produits destinés 4 la consommation. 

Les économistes soviétiques élaborérent sur la base du modéle marxiste un 
plan général de développement pour 15 4 20 ans. Une proposition de réalisation 
pratique, soumise au Gosplan, soulignait l’importance de la formation de capi- 
taux et de l’épargne. Cette proposition contenait des prévisions du développement 
des principales variables. De maniére générale, les pronostics avaient été établis 
sur la base d’extrapolations de |’évolution d’un passé récent et comprenaient 
d’habiles combinaisons de possibilités éventuelles et de résultats considérés comme 
désirables. Certains objectifs furent fixés et clairement définis. En les comparant 
aux statistiques officielles de périodes ultérieures, on constate cependant que tou- 
tes ces prévisions sont loin de correspondre 4 la réalité. Cet échec s’explique sans 
doute par le fait que le modéle de croissance ayant servi de base aux prévisions 
n’était pas un fondement assez solide, sans compter que la technique appliquée 
pour |’évaluation des variables laisse beaucoup a désirer. 

Les avertissements n’ont pourtant pas manqué dans |’Union soviétique. Nom- 
breuses étaient les mises en garde contre cet optimisme exagéré s’exprimant par 
les hypothéses énoncées. Mais ces avertissements ne furent pas acceptés par les 
milieux officiels qui s’étaient laissé éblouir par les taux de croissance élevés de la 
période de reprise et la supériorité du socialisme dans la croissance économique. 
La foi en l’idéal d’un planing «téléologique» diminua par la suite, ainsi que le 
démontrent les analyses ultérieures, et bientét les achévements désirés s’identi- 
fiérent aux possibilités réelles du développement économique. 
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ECONOMIC WELFARISM 
AND PUBLIC POLICY* 


An economist working in an under-developed economy is bound 
sooner or later to feel the need to re-examine his basic assumptions 
and criteria. This arises from differences in attitudes and reactions 
and the different institutional framework which in part reflects and 
in part restricts the organisation of the economy. If the economist be 
of the “‘applied” sort, accustomed to taking the objectives of policy as 
given and examining their consistency, the new circumstances are 
unlikely to cause any profound heart-searching. But if he be a 
theoretical economist the problem of fitting the new circumstances 
into the basic postulates of his theory is likely to require a reconsider- 
ation of these postulates. Few of the investigators have hitherto been 
such distinguished theoreticians as Professor J. R. Hicxs. That, 
maybe, is why so little has been heard of the change of outlook that 
first-hand knowledge of under-developed areas is likely to bring 
about. Hicks has at least raised the issues in the “‘Manifesto”” which 
acts as prologue to his Essays in World Economics’. So far, apart from 
a brief reference in a review of the book?, the statement by Hicks has 
not it seems, been discussed in print. This paper has been written to 
draw attention to and comments on Hicks’ view. If it is to do that at 
all adequately it should perhaps be prefaced with a resume of Hicks’ 
earlier attitude. In order to be brief and at the same time authori- 
tative quotations are freely used. 


I 


The apparatus of welfare economics derives from Picovu’s Economics of 
Welfare and, in the words of one commentator, comprised of an 
“amalgam of Benthamite concepts, Comteist social enthusiasm, 


* Tam grateful for comments and suggestions to Professor CHARLES F. CARTER, 
Stanley Jevons Professor of Political Economy, University of Manchester. 

1. Oxford, 1959. 

2. By Harry G. Jounson, Economica, August 160, p. 280. 
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Marshallian moral uplift, and A. E. Moore definitions’’*. Dissatis- 
faction with the apparatus was expressed at an early date, one of the 
fullest criticisms following within twelve months of the publication 
of the third edition of Picou’s book. The criticism was that of 
F. C. BEnHaM‘, who advanced three objections to “economic 
welfare” as the economic standard. First, it was a subjective concept 
“‘which cannot be measured directly and about which statements are 
made which cannot be verified”’ ; secondly, the concept forms part of 
the subject matter of psychology; and, thirdly, it was a “vague 
notion”, “all statements about it, whilst apparently scientific” 
having a suppressed premise embodying one’s own personal opinion 
as to what economic welfare means and ‘“‘thus the door is opened for 
personal opinions and prejudices to masquerade as science’’>. This 
last was regarded as the main objection and was further elaborated 
thus: 

“If an undefined term is used, the user need not make clear even to himsel 
precisely what he means by it. Welfare economists ‘deduce’ economic welfare 
from its objective indicia or counterparts (national income, etc.). But how many 
have clearly stated which indicia they choose? How many have considered what 
‘weights’ should be assigned to the different indicia for the purpose of combining 
them? How many have dealt with the ‘weighting’ of the components of a com- 
posite indicium such as working conditions, which contains hours of work, tem- 
perature, risk of accident and sickness, ventilation and other elements? How 
many have considered the question of measuring inequality cf incomes and stating 


what mode of distribution of the national income (reactions on production apart) 
would tend to maximise economic welfare®?”’ 


BeNnHAM declared that the scientific combination of these indicia into 
a single standard of economic welfare was impossible. 

The point was elaborated further by L. Rossins two years later 
in his Essay’ where it was shown that the usual standard of economic 
welfare, namely real income per head, was itself a composite standard 
and required the use of a conventional scale of values for its measure- 
ment. As relative prices are affected by income distribution, it would 


3. T. W. Hurcuison, A Review of Economic Doctrines 1870-1929 (Oxford, 1953), 
p. 289. 
. F. C. Bennam, Economic Welfare, Economica, June 193°. 
5. Ibid., p. 174. 
6. Ibid., pp. 181/182. 
7. Essay on the Nature and Significance of Economic Science, Macmillan, 1932. 
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only be possible to obtain an ideal measure of national income if 
goods and serves were valued according to prices which would rule if 
incomes were adjusted to capacity-to-obtain-satisfaction from in- 
come. BENHAM and Rossins denied the scientific feasibility of this 
calculation as they that there could be no scientific measure of the 
capacity for satisfaction of different individuals’. 

This contention was fatal not only for welfare economics but for 
the theory of economic policy also. As Sir Roy Harrop declared: 
“If the incompatibility of utility to different individuals is strictly 
pressed, not only are the prescriptions of the welfare school ruled out, 
but all prescriptions whatever.” To permit of such prescriptions 
“Some sort of postulate of equality has to be assumed, but it should be 
carefully formed and used with great caution, always subject to the 
proviso ‘unless the contrary can be shown’®’. A year later N. KALDoR 
proposed the compensation principle as one way of surmounting part 
of the difficulties of prescription. While he agreed that “it is quite 
impossible to decide on economic grounds what particular pattern of 
income-distribution maximises social welfare’, he agreed that there 
was an economic case for all measures which make it possible both to 
improve the position of some persons and to compensate any others 
for whatever losses the measures may impose, adding that whether 
the compensation should actually be given or not was a “political 
question on which the economist, qua economist, could hardly 
pronounce an opinion’’?®, 

Professor Hicks seized on KaLpor’s contrivance as one making it 
“possible to put welfare economics on a secure basis, and to render it 
immune from positivist criticism’’™ and thus overcoming the second 
of three stages by which Picov arrived at the real value of the social 
income, namely inter-personal comparisons of utility. HARROD’s 
suggestion was mentioned as a way round the first stage of correlating 
economic welfare “with social welfare in general (whatever that may 


8. BENHAM, op. cit., p. 179; ROBBINS, op. cit., pp. 139/140; also PARETO, Manuel 
d’economie politique, Paris, 1927, p. 265. 

g. Scope and Method of Economics, Economic Journal, September 1938, p. 397. 

10. Welfare Propositions in Economics, Economic Journal, September 1939, 
P- 550. 

11. The Foundations of Welfare Economics, Economic Journal, December 1939, 
p. 711. 
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be)”. MisHAN, referring to this point in his excellent Survey, has 
deemed this particular weakness “‘less a distinction of principle than 
of measurability’’!?. In view of Hicx’s declaration in the Manifesto 
that is about to be discussed, MisHAN’s comment at this point does 
less than justice to the distinction between economic welfare and 
welfare-in-general. 

There were differences as between KaLpor and Hicks in the 
application of the compensation principle. For while Katpor 
accepted the distributional pattern that emerged, Hicks claimed 
that the possibility of improvement via the compensation method 
was exhausted fully only when perfect competition prevailed. This 
pushed the principle on to the rocks on which welfare analysis had 
previously foundered. Because it implied that aggregate production 
was only maximised in a state of perfect competition and so invoked a 
standard for measurement which, according to the PARETO-BENHAM- 
Rossins stricture, could not be an objective standard. Nevertheless, 
Hicks was satisfied at the time, claiming that the use of the compen- 
sation principle enabled ‘“‘Welfare Economics—the ‘Utilitarian 
Calculus’ of E>GEwortTH—to be considered as an integral part of 
economic theory, capable of the same logical precision and the same 
significant elaboration as its twin brother, Positive Economics, the 
‘Economical Calculus’’!*. 

The task of salvaging the Pigovian apparatus was still not com- 
plete. The third stage—or weakness—had not been reviewed. Hicks 
turned to that in 1941. The weakness was the replacement of the sum 
of the consumers’ surpluses derived from the various commodities in 
the social dividend by the real value of the dividend which, as Hicks 
remarked, “‘is not the same thing at all’’!4. The answer was to return 
to consumers’ surplus. Hicks elaborated this view, claiming, indeed, 
that “if economists are to play their part in shaping the canons of 
economic policy fit for a new age, they will have to build on the 
foundations of Consumers’ Surplus’’!5. 


12. A Survey of Welfare Economics, 1939-1959, Economic Journal, June 1960, 
p. 220, n.1, 

13. Hicks, op. cit., p. 712. 

14. Lbid., p. 698. 

15. Review of Economic Studies, February 1941, p. 111. 
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II 


Thus were the foundations reinforced by a combination of “some sort 
of postulate of equality’ with the thorough-going use of the compen- 
sation principle and the rehabilitated surpluses. The valuation 
problem remained but it had been pushed to the side, emerging only 
when perfect competition was brought into the discussion. Mean- 
while, neither then’® nor since!’ have the practical conclusions 
emerging in Picou’s Economics of Welfare been condemned. The roots 
of the theory might be weak but the fruits were uncommonly satis- 
factory. This was so because the problem of economic policy under 
ccmpetitive conditions was regarded as that of eliminating diver- 
gences between marginal private and marginal social products. Here 
was Picou’s contribution, not in the formulation of welfare theory as 
such. The applied economist has always had more reason for 
gratitude than the welfare theorist who, despite the endeavours of 
Hicks and others, have continued to be dissatisfied. MisHAN’s able 
Survey for the period 1939-1959 is largely a review of discontent. 

It is, however, to the point to note that MisHAN concludes that the 
shortcoming of welfare theory is not the inevitable spate of logical 
problems that emerge with any attempt at generality but “rather 
that a study of welfare which confines itself to the measurement of 
quantities of goods and their distribution is not only seriously limited, 
it is—at least in those countries where the mess of people have 
advanced far beyond subsistence standards—positively misleading. 
For the things on which happiness ultimately depends, friendship, 
faith, the perception of beauty and so on, are outside its range: only 
the most obstinate pursuit of formalism would endeavour to bring 
them into relation with the measuring rod of money, and then to no 
practical effect!*.”” There is no bridge from economic welfare to 
welfare-in-general, passage from the one to the other is therefore 
impossible. FRANKEL made the same point “It is precisely this 
extension of the concept of income which belongs to one category of 
logical thought to express something such as welfare or ‘ecfare’ which 
falls into another category of thought, and cannot be expressed in 


16. Hicks, Economic Journal, December 1939, p. 697. 
17. HuTcHIson, op. cit., p. 289, cf. MIsSHAN, op. cit., p. 204. 
18. MISHAN, op. cit., p. 256. 
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accounting terms at all, which is responsible for the state of disil- 
lusionment with ‘welfare economics’ !*’, 

Although Rosszmns says that “‘A theory of economic policy, in the 
sense of a body of precepts for action, must take its ultimate criterion 
from outside economics” he proceeds to add that “This criterion the 
English Classical Economists found in the principle of utility, the 
principle that the test of policy is to be its effecton human happiness’””°, 
MEaDE adopts the same economic criterion, namely the maximisation 
of the sum of individual economic welfares, but adds: “But it is 
important to realise that the statesman cannot confine himself to this 
economic criterion, even when it is so defined that it allows for 
effects upon the distribution—as well as for effects upon the size of the 
community’s income. There are other social and political criteria of 
which we need mention only two: freedom and equality?!.” 
RoBeERTSON follows a similar line: ““We can start by taking Picou’s 
working hypothesis that anything which promotes economic welfare 
also, though not perhaps in the same degree, promotes total wel- 
fare” **, and proceeds to admit “We shall sometimes find it difficult to 
draw the line between what is economic and what is purely techno- 
logical; again between what is economic and what is political and 
ethical. The latter difficulty arises especially in fields in which the 
means to Welfare, such as Occupation and Power, have become 
ends of action in themselves. In dealing with it we must use our 
common sense as best we can?%,” 


19. S. H. FRANKEL, The Economic Impact of Under-Developed Societies, Blackwell, 
1953, P- 37- 

20. L. Rossins, The Theory of Economic Policy, Macmillan, 1952, p. 177. 

21. J.E.Meape, The Theory of International Economic Policy, Volume I1, Oxford 
University Press, 1955, p. 5. The rest of the paragraph reads: ‘* Thus the removal 
ofa number of direct controls over economic activities will often add to the freedom 
of action of the individual citizens... It will also often raise standards of living 
and increase economic welfare. But it is not always so. In what follows we shall 
frequently find cases in which sume measures of State intervention in the economic 
system might lead to an increase of economic welfare. In these cases there is 
some conflict between the economic criterion of raising standards of living and 
the political criterion of individual freedom.” 

22. D. H. Ropertson, Lectures on Political Economy, Volume I, Staples 
Press Ltd., 1957, p. 29. 

23. Ibid., p. 30. 
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Outside its field the economic criterion cannot operate nor can it 
help to resolve a conflict. Is it sufficient to repeat that ““The economist 
is not concerned with ends as such’’*4 and produce an analysis on the 
basis of the economic criterion alone? RoBERTSON has argued the 
case for Sticking to One’s Last but he based his argument on the 
claim that “‘the concept of economic welfare is solid” ?*4, It is that 
claim that is disputed. Many concerned with problems of policy in 
various parts of the world have had to consider this issue, before they 
could answer any of the questions put to them. Hicks has pondered 
this problem at least since he began exploring the under-developed 
world in 1947. Meanwhile, though he has promised to attend to 
welfare economics from time to time** he has put off doing so. Now, 
in the Manifesto to his Essays in World Economics, he declares that his 
outlook has changed since 1947. This change has culminated in a 
renunciation of what he calls “Economic Welfarism” and an 
unwillingness to go along with Sir Dennis RoBErRTSsON in thinking 
that “the economist must be prepared to see some suggested course 
of action which he thinks would promote economic welfare turned 
down—his own judgment perhaps consenting, perhaps not—for 
over-riding reasons’’”*, 

The issue that vexes Hicks is still that of the second stage of 
Picou’s argument, “‘the transition from Utility to the more general 
good, Welfare (if we like) itself’’?’. Even the mild Welfarists, ac- 
cording to Hicks, find ‘‘the ends of economic life within economics” * 
and limits his views as economist to those indicated by his economic 
criterion. Hence the conflicts and the resort to common sense. Hicks 
rejects the distinction. When economists act as technicians it might 
be useful to think in terms of economic welfare and reason on that 
basis. But outside the field of technical analysis, the distinction is 
false. Hicxs declares that “It is impossible to make ‘economic’ 
proposals that do not have ‘non-economic aspects’, as the Welfarist 


24. L. Rossins, Essay on the Nature and Significance of Economic Science, 


Pp. 25. 

24a. Economic Journal, December 1949, p. 507. 

25. See Economica, May 1954, p. 154, and A Revision of Demand Theory, 
Oxford 1956, p. vu. 

26. ROBERTSON, op. cit., p. 29. 

27. Essays in World Economics, p. Ix. 

28. Ibid., p. 1x. 
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would call them’”’ and submits that “when the economist makes a 
recommendation, he is responsible for it in the round; all aspects of 
that recommendation, whether he chooses to label them economic 
or not, are his concern’’®®. The purpose of a theory of welfare 
economics is denied. The break with the past is complete. It could 
not be instanced better than in the attitude towards perfect compe- 
tition. As shown earlier, Hicks argued that only under the state of 
perfect competition did compensations cease to be worthwhile. Here 
he denies that state as an operative concept: “It is useless to close 
one’s eyes to the defects of competition, because one is so much in 
love with an ideal competitive system, set up in heaven®.” 

It is nothing new for the applied economist to feel that much of his 
theoretical brethrens’ work is inapplicable to the real world*}. 
Usually this is blamed on the limitation of the models on the one 
hand and the difficulty of measurement on the other. Hicks feels it 
comes fundamentally from the specialisation of economics which 
ceased to be part of moral philosophy in its movement towards 
scientific status. The move left behind the less tangible and therefore 
less tractable aspects in selecting those parts which could in one way 
or another be brought into relation with the measuring rod of 
money. Hence the sterility of much technical economics. Hicks 
instances, in his Manifesto, the study of Monopoly and Competition: 
“The theory of the social optimum which would be reached in a 
(practically unattainable) condition of all-round perfect compe- 
tition, and of the departures from the optimum which must occur 
under any form in which a system of free enterprise can in practice be 
organised” *? as one where economic welfarism excels. But why is the 
approach sterile from the point of view of public policy? “Why is it, 
for instance, that anti-monopoly legislation (and litigation) get so 
little help, as they evidently do, from the textbook theory**?” 
Hicks answers his own question thus: “Surely the answer is that the 
main issues of principle—security on the one side, freedom and 


2g. Ibid., p. x1. 

30. Ibid., p. xm. 

31. Cf. Sir H. D. HenpErRson, The Inter-War Years and Other Papers, Ox- 
ford 1945, p. 78 (from a paper on The State of Economics dated 1931). 

32. Op. cit., p. XI. 

33. Ibid., p. x1. 
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equity on the other, the issues that lawyers, and law-makers, can 
understand—have got left right out*‘.”” They cannot be brought 
within the apparatus of economic analysis and are therefore omitted 
and forgotten or misunderstood—as with advertising expenditure. 

What Hicks claims is therefore “‘a regular place” for the non- 
economic side without which the conclusions of economic theory will 
frequently not make sense in the real world. Controls are liable, 
unless the non-economic side is brought into account, to be regarded 
in all cases as steps to an inevitable dictatorship instead of, as they 
sometimes are, preventatives of breakdowns in production or 
distribution. The emphasis on the “non-economic side” might vary 
from time to time and place to place. “‘At low levels of income, it is 
right to concentrate on economics. ... But as wealth increases, there 
is room for other (and better) standards... The problems of combin- 
ing security with freedom, equity with responsibility, come thereby 
more strongly to the fore**.” And he elaborates further : “The freedom 
and the justice that are possible of attainment are not the same in all 
societies, at all times, and in all places; they are themselves con- 
ditioned by external environment; and (in the short period at least) 
by what has occurred in the past. Yet we can recognise these limi- 
tations, and still feel that these ends are worthier ends than those 
which are represented in a production index. It is better to think of 
economic activity as means to these ends, than as means to different 
ends which are entirely its own**.”’ 

Examples in plenty can be found from the under-developed world 
to illustrate Hicks’ contention. The economist cannot proceed far 
without meeting the non-economic limitation on action or the non- 
economic consideration which changes the whole aspect of the 
problem, though it would be wrong to suggest, or appear to suggest, 
that the economist as such finds no regular place in the under- 
developed world. Many of the issues are quite simple and require for 
their correct resolution only information on, for example, the 
reactions of present producers to price changes. If increased output 
is wanted, should present producers be offered more or less for their 
cocoa? Technical problems are often easily manageable. The crucial 


34. Ibid., p. x1. 
35. Ibid., p. xm. 
36. Ibid., p. xiv. 
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problem is knowing the appropriate incentive to apply*’. Hicks 
himself takes the example of Monopoly and Competition. It is well 
to consider that further. Fortunately here again there is the view of an 
acknowledged academic authority on such problems to illustrate the 
authority that Hicks has come to adopt. Professor G. C. ALLEN has 
commented* on the diverse attitudes shown in general by English 
and American economists on the monopoly problem, the English 
attitude being anti-monopoly while the American, despite the 
legislative and administrative apparatus against trusts, is complacent. 
ALLEN suggests that the difference cannot be understood if we 
attempt to apply the technical apparatus of theory: “It may well be 
that the conflict of opinion cannot be resolved on the plane of broad 
generalised statements at all. It is possible that no conclusion which 
is generally applicable can be reached and that the consequences of 
monopoly for technical progress may differ greatly according to the 
type of society or the economic environment with which the enquirer 
is concerned. The irrelevance of the conventional static analysis to 
this problem is commonly acknowledged; but it is not clear from 
current writings that there is also a realisation of the danger of 
treating this issue in economic dynamics without close reference to 
the particular societies in which it is found**.”” In under-developed 
countries, ALLEN suggests, ‘‘a high concentration of economic power 
may be required to stimulate a rapid process of capital formation and 
to mobilise effectively the scarce technical knowledge and entre- 
preneurial skill’ 4°, Local circumstances alter cases and such circum- 
stances must therefore be given due weight. The generalist might be 
content to claim that the same set of influences bring about a rate of 
interest on borrowed money from China to Peru. But if he is to 
proceed further he must accept the need for less generality. As ALLEN 
concludes: “‘We must be content with conclusions that have a local 
and temporary relevance*?.” 


37. See Tatcotr Parsons and Nett J. SMELSEN, Economy and Society (Rout- 
ledge 1956), e.g. p. 291. 

38. A Note on Monopoly and Economic Progress, Economica, November 1953, 
Pp- 359-361. 

39. Ibid., pp. 359/360. 

40. Ibid., p. 361. 

41. Ibid., p. 361. 
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III 


That, I believe, is the upshot of the changed outlook. It does not 
necessarily mean less sophistication. If, instead of believing with the 
classical economists that happiness was a simple function of utility, 
we think instead of it as “not merely a matter of wealth, in the 
economic sense, it is as much, and perhaps more, a matter of a 
properly adjusted relation between the individual and society or 
indeed the network of societies of which he is a member’’*?, the 
prospect is a less tidy, less mathematical but possibly more compli- 
cated and certainly more relevant contribution to the betterment of 
mankind. 

Time and again economists have tried to make something solid of 
the concept of economic welfare. Each has failed. ARROw’s ‘Possi- 
bility Theorem’ has shown that a social optimum is impossible unless 
imposed on the individual members. Welfare economics must other- 
wise be illogical. Others have tried to illuminate problems of policy 
with the tools of welfare analysis. Each has failed. BAuMoL’s explo- 
ration of the theory of the State ends with a short “Epilogue: The 
Wreck of Welfare Economics?” in which after the author states that 
“our analytical structure is in too highly imperfect a state to enable 
us to give categorical answers in our role as economic theorists’’ he 
feels that the politician can still receive useful assistance from “‘the 
judgment and observation of the ‘practical’ economist” and that 
welfare theory ‘“‘even as it stands” can perform a solitary role in 
rejecting shoddy arguments and easy fallacies. No more is, or could 
be, claimed. “Nevertheless the fact that categories like ‘external 
economies’ and ‘external diseconomies’ remain largely empty 
economic boxes prevents any further application of welfare theory 
as it now stands*%,”’ A recent exploration of the value of economic 
analysis as a basis for decisions about public policy concerning 
restrictive practices points to “the shortcomings of the welfare 
analysis as a guide to policy, even within its defined limitations’ *4 


42. Hicks, of. cit., p. 168. 

43. Welfare Economics and the Theory of the State, Longmans, Green 1952, 
p. 167. 

44. J. WisEMAN, Economic Analysis and Public Policy, Economic Journal, Sep- 
tember 1960, p. 457. 
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and proceeds to complain of “the unwillingness of economists to 
think about their problems in relation to more than one policy aim 
at once’’*®, First choice, then growth but an attempt at a balan- 
ced judgment never emerges. 

With the strong support of Professor Hicks—the former leader of 
the Economic Welfare Reprieve and Rehabilitation Association *—it 
should now be concluded that far from economic welfare being 
anything “solid” or its new variant, economic welfarism, being 
devoid of logical flows, the theory is neither abstractly acceptable nor 
practically useful. What is wanted is not another attempt at rehabili- 
tation but a full abandonment in favour of a serious attempt to 
understand the policy-making process in a set of actual cases. Once 
the academic economist has freed himself from the notion that 
unless he attains generality in the formulation of his subject he 
somehow fails to measure up to the best standards, much progress is 
possible. The disguised unemployment that Ricarpo produced 
when he introduced “the conscious effort to trynsform Economics 
into a wholly independent scientific discipline, establishing laws or 
generalisations, while remaining perpetually and eternally neutral 
in a world of conflict’’4” has been prodigous. It is fitting that concern 
with under-developed economies should bring it to a close. 


University of Manchester (UK ) D. J. MorGAN 


SUMMARY 


The paper was written to draw attention to and to comment on a change of 
outlook on the part of Professor J. R. Hicks on welfare economics. The view 
Hicks now holds is briefly stated in the Manifesto which acts as prologue to his 
Essavs in World Economics. Hicks, formerly chief among those who attempted to 
rehabilitate economic welfare as a criterion of policy, now disassociates himself 
from what he calls ‘economic welfarism”’. The paper proceeds to identify the 
three weaknesses of the apparatus of welfare economics deriving from Pigou’s 
Economics of Welfare and to show how Hicks and others tried to overcome them. 


45- Ibid., p. 460. 

46. RoBertson, Economic Journal, December 1949, p. 506. 

47. SiR ALEXANDER GRAy, Economics: Yesterday and Tomorrow, Economic 
Journal, December 1949, p. 511. This paper contrasts sharply with that by 
RoBERTSON which appeared in the same issue. 
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It is argued that the attempted rehabilitation was never completely satisfactory. 
Hicks now feels that welfarists will never be able to move ‘‘from Utility to the 
more general good, Welfare itself’’. The author urges that a different approach 
to policy issues is required. For realistic conclusions several goals of policy some- 
times need to be accepted simultaneously. Like Hicks, the author feels that the 
so-called ‘“‘non-economic side”’ must be brought in as partner of the ‘“‘economic 
aspect”’, receiving perhaps differing emphasis according to time and circumstance. 
What is required is therefore not another attempt at rehabilitation but instead 
an attempt to understand the policy-making process, starting with a series of 
actual cases, without regard to the possible generality of the conclusions that 
might be formulated in the end. 


ZUSAMMEN FASSUNG 


Der Aufsatz weist auf einen Gesinnungswechsel in Professor J.R. Hicks Ansicht 
iiber die Wohlstandsékonomik hin und gibt einen Kommentar hiezu. Die Ansicht, 
die Professor Hicks jetzt vertritt, kommt in kiirzester Form im Manifest zum Aus- 
druck, der als Einfiihrung zu seinen « Essays in World Economics» dient. Professor 
Hicks, der friihere Anfiihrer der Verfechter des wirtschaftlichen Wohlstandes als 
politisches Kriterium, distanziert sich nun von dem, was er als «economic wel- 
farism» bezeichnet. Der vorliegende Aufsatz beschreibt dann die drei Schwachen 
des Gedankengebaudes der Wohlstandsékonomik, abgeleitet von Pigous « Eco- 
nomics of Welfare» und zeigt, wie Professor Hicks und andere versuchten, diese 
zu iiberwinden. Der Verfasser betont, dass die versuchte Rechtfertigung nie wirk- 
lich befriedigend gelang. Professor Hicks ist jetzt der Ansicht, dass die Vertreter 
der Wohlstandslehre nie in der Lage sein werden, «vom Niitzlichkeitsgut zu dem 
allgemeineren Gut, dem Wohlstand selbst», zu gelangen. Der Verfasser schreibt, 
dass ein anderer Weg eingeschlagen werden muss. Wenn wahrheitsgetreue 
Schlussfolgerungen erreicht werden sollen, miissen oft verschiedene politische 
Ziele gleichzeitig ins Auge gefasst werden. Wie Professor Hicks ist auch der Ver- 
fasser der Meinung, dass die sogenannten ausserwirtschaftlichen Seiten den wirt- 
schaftlichen Gesichtspunkten beigesellt werden miissen, wobei je nach Zeitpunkt 
und Umstanden das Hauptgewicht mehr auf die ersteren oder die letzteren zu 
legen ist. Deshalb ist nicht eine neue Rechtfertigung erforderlich, sondern ein 
Versuch, den Vorgang der Formulierung der Politik zu verstehen, indem mit 
einer Reihe von konkreten Fallen begonnen wird, ohne Riicksicht auf die Verall- 
gemeinerung, die schliesslich in den Schlussfolgerungen herauskommen kénnte. 


RESUME 


Le présent article attire l’attention du lecteur sur le changement qui s’ést opére 
dans les conceptions du professeur J. R. Hicks sur l’économie du bien-étre. 
Il commente ce changement et indique que la conception actuelle du professeur 
Hicks est exprimée de maniére concise dans le manifeste servant d’introduction 
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a son ouvrage intitulé «Essays in World Economics». Les vues du professeur 
Hicks, ancien leader des défenseurs du bien-étre économique en tant que critére 
politique, s’éloignent maintenant de ce que cet auteur nomme «economic wel- 
farism». L’article en question décrit ensuite les trois points faibles de la théorie de 
l’économie du bien-étre, dérivée de l’« Economics of Welfare» de Pigou, et dé- 
montre de quelle maniére le professeur Hicks et d’autres économistes se sont 
éfforcés de les surmonter. I] souligne le fait que la justification de cette théorie n’a 
jamais donné des résultats vraiment satisfaisants. Le professeur Hicks est aujour- 
d’hui d’avis que les défenseurs de la théorie du bien-étre ne seront jamais en me- 
sure de passer de «l’utilité» au bien plus général que représente le bien-étre. L’au- 
teur de l’article pense que les efforts entrepris doivent se poursuivre dans une direc- 
tion différente. Pour arriver a des conclusions réalistes, il est souvent nécessaire 
de considérer simultanément différents objectifs politiques. Tout comme le pro- 
fesseur Hicks, l’auteur de cet exposé est d’avis qu’il doit étre tenu compte du cété 
«non économique» de la question, au méme titre que de ses aspects économiques, 
et que suivant les circonstances et le moment choisi, on donnera pilus d’importance 
a Pune ou l’autre composante du probléme. Ce qui s’impose, actuellement, c’est 
moins une nouvelle justification que la tentative d’une explication. I] s’agit de 
comprendre le processus de la définition d’une politique, en partant d’exemples 
concrets, sans se soucier de la généralisation qui pourrait résulter de conclusions 
finales. 
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FROM ALFRED MARSHALL 
TO GEORGE MARSHALL—THE GENESIS OF 
THE FOREIGN AID DOCTRINE 


Reflections on the 20th Anniversary of the Lend Lease Act 


“If a community cannot itself create capital it must 
either borrow it or receive it as a gift.” 
ALFRED MarsHALL, Principles of Economics.* 


I 


Two decades have passed since the United States Congress in January 1941 passed 
the Lend-Lease Act, a step which opened new vistas in international relations. 
The twentieth century, according to ARNOLD ToynBEE, will chiefly be remembered 
as the age in which people for the first time in history made available the benefits 
of their national advancement to the whole human race. Whatever we may think 
of ToyNBEE’s interpretation of the past or his prognosis of the future, we may agree 
to his historical evaluation of the paramount importance that technical and 
financial assistance to the newly independent nations has assumed in contemporary 
economic and political thinking. With its formulation in the now proverbial 
Point Four in President TRUMAN’s inaugural address of January 1949 it became a 
standing feature of the foreign policy of the United States, and soon also of inter- 
national action. In the past assistance had been rendered by the United States and 
others to distressed and war-destroyed nations, but after the second World War 
such assistance lost its character as emergency relief and became a permanent 
arrangement for helping less fortunate countries to escape from poverty to self- 
sustained growth’. ‘“To call this venture a ‘bold new progress’ was no exaggeration. 
It was an adventurous idea never before proposed by any country in the world?®.”’ 

The historian may ask whether such momentous ideas arise suddenly as 
Athena from Jupiter’s head, or whether they result from protracted evolution 
and mature until eventually they assume their historical formulation. The Point 
Four idea originated at about the same time as the Marshall Plan concept‘. This 
plan was designed to replace indefinite relief to war-ravaged Europe by a genuine 
economic recovery within a definite period of time. The plan was to go down in 
history as one of “America’s greatest contributions to the peace of the worid’’s. 
The two schemes were motivated by the longing for a real and lasting peace, and 
were thus ideologically related. President TRuMAN’s historical assessment of the 
two schemes recalls the description by CHURCHILL as “‘the most unsordid act in the 


1. 8th Edition (London 1928), p. 668. 

2. J.K. Gatsrartn, “‘A Positive Approach to Econ. Aid’’, Foreign Affairs xxx1x, No. 4 (April 1961), p. 44. 
3. H.S. Truman, Memoirs II (Years of Trial and Hope), New York 1956, p. 221. 

4. Ibid., p. 224. 

5. Ibid., p. 118. 
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history of any nation”’ of the Lend-Lease Act which, too, seems to share a common 
ideological ancestry with the Marshall Plan and the Truman Doctrine of Point 
Four. Exactly two decades have passed from the “‘glorious conception of Lend- 
Lease’’* to the mobilization of President KENNEDY’s Peace Corps the idea of which 
is also rooted in the Point Four program. 


II 


If it was said of the British that they think of cotton when they speak of God, the 
opposite seems to apply to United States leadership. There is the permanent need 
of “‘selling the idea’’ of foreign aid to the United States public as something requi- 
red for selfish reasons, in contrast to Russia which offers aid without strings. Thus 
one report states “‘that the strengthening of the economies of the underdeveloped 
regions and an improvement in their living levels must be considered a vital part 
of us defense mobilization‘‘?. Another stresses valid business reasons, besides the 
moral and political ones, for the United States’ concern with the revolution of 
rising expectations. ‘‘An increase of 1 per cent over the coming decade in the per 
capita icomes in the underdeveloped areas means an additional market of $ 14 
billion for the United States. And in the long view these countries present a great 
new economic frontier®.”’ 

The Anglo-Saxon spirit is sensitive to the ambivalence of practical idealism 
and business. Because of this ambivalence others often suspect the idealism. It was 
an obvious distortion when Poland’s representative at the United Nations Social 
and Economic Council, Katz-Soucny, described President Truman’s Point Four 
Program as an attempt to make “twenty per cent or more from a direct control of 
the resources of underdeveloped countries rather than being satisfied with three 
per cent on World Bank bonds’’. To the Communist every effort of sending capital 
abroad, unless undertaken by a Communist country, is imperialism, and the 
Marshall Plan and Point Four just are capitalist machinations of creating outlets 
for capitalist overproduction. To the communists American spokesmen thus con- 
firm the theories of Rosa LuxemBuRG and Fritz STERNBERG of forty years ago. 

Democratic governments face the difficult task of having to persuade their elec- 
torate to tax itself for foreign aid, and an appeal to the sacro egoismo the argument 
of “‘tua res agitur’’ is as powerful as the humanitarian plea. (A. Marshall recognized 
this powerful motive. According to him progress chiefly depends on the extent 
to which the strongest and not merely the highest forces of human nature can be 
utilized for the increase of social good®.) However, the latter skillfully used can 
be cogent. President RoosEvett launched the Lend-Lease idea at a press con- 
ference in November 1940 with the parable “‘suppose my neighbor’s house catches 
fire, and I have a length of gardenhose...’’ Although he argued, too, that aid to 
the fighting democracies is important to United States self-defense, it seems that 


6. W.S. Cuurcnitt, The Second World War, 6 Vols., Boston 1949-1954, “Their Finest Hour”, un, p. 568. 
7. N. Rockere er, Partners in Progress, New York 1951, p. 1. 
8. P.J. Horrmann, One Hundred Countries, NewYork 1960,p. 9. 
9. Quoted in Nat. Policy for Econ. Welfare at Home and Abroad, ed. E. Lekachman, New York 1955, p. 2. 
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the neighborly analogy won RooseEveE tt the fight! despite bitter opposition. An 
additional argument was the belief that the new measure would eliminate those 
twenty years of fruitless quarreling over war debts that marked the Post-World 
War I period. At that press conference RoosEvELt coined still another phrase: 
‘‘What I am trying to do is to eliminate the dollar sign, to get rid of the silly, 
foolish old dollar sign.”’ Although these exact words are now largely forgotten, they 
still seem to work in the United States subconsciousness which appreciates the 
non-material implication of foreign aid. {In this connection it is interesting to 
recall RoosEvFLT’s earliest pre-occupation with the dollar gap. In 1928 he was 
one of the sponsors of the Federal International Investment Trust, a venture pro- 
posed, though not materialized, to provide essentially the same mechanism, but 
substituting banks for governments, which is today operated by the International 
Bank for Reconstruction and Development"'.) 

For this reason the apparent motivation and direction of the United States 
foreign aid effort has come under heavy criticism, surprisingly by the supposedly 
hard-boiled businessmen. One of their study groups in 1957 pointed out that of 
$5 billion of foreign grants and loans during 1955/56 only $1.3 billion were spent 
for economic aid to less developed countries and the balance largely for military 
aid. And of the $1.3 billion all but $450 million went to seven countries with 
whom the United States had imyortant military arrangements. These $450 
million are a—to the study group regrettable—index of the attention given to the 
problem of economic development as means to independence and stability. And 
calling for a new, broader concept of us security the study group believed that 
most Americans while cognizant of the relation of economic development to their 
own security and their economic interest would nevertheless find their greatest 
satisfaction in the simple act of helping poverty-crippled people toward a better 
life??, 


Aid to Whom? 


The original concept of foreign aid as proclaimed under Lend-Lease was meant to 
assist the fighting democracies. The phrase, that the United States were the 
“arsenal of democracy”’, first used by RooseveEtt in his Lend-Lease campaign, 
caused early misgivings among those who anticipated the coming need of including 
Russia and some other countries which could hardly be called den.ocracies. 

The question of what constitutes a democracy in the Middle East arose at an 
early date. When Harry Hopkins, President Roosevelt’s assistant, was asked in 
1944 for financial assistance to King IBn Saup, he wrote: ‘‘Some of it may be done 
under Lend-Lease although just how you could call that outfit (Saudi Arabia) a 
democracy, I don’t know.”’ Hopkins was not the jast to be bewildered by this ques- 
tion. RALPH BUNCHE in 1952 expressed the same doubts when stating “democracy 
in our sense is not a strong force in this region, and so far as I can see there are no 

10. R.E.SHerwoopn, Roosevelt and Hopkins, An I-timate Histery, New York 1948, p. 225 

11. D.R. Fusrerp, The Economic Thought of F.D.P. and the Origins of the New Deal, New York 1956, 


pp. 113/114. _ 
12. Committee for Economic Development, Ec. Development Assistance, New York 1957. 


10 





592 KURT GRUNWALD 


encouraging indications that it is likely to become such a force’’!*. Recently a 
suggestion was made to discard the worn nomenclature of communism, demo- 
cracy, nationalism, and socialism in appreciating the political, economic, and 
social changes in the Middle East, and to dispense with the practice of fitting the 
people of the region into the picture of the East-West struggle!*. This suggestion 
may come toc late. It was a tragic mistake of the West not to have recognized 
earlier the basic validity of this suggestion. As God created man in his own image, 
so the Western democracies wanted the Orient to be reborn with their body politic. 
The result was a monster. The Orient indeed borrowed the cloak from the West. 
Most Middle Eastern countries became formally parliamentary democracies, but 
these were not governments “‘of the people, by the people, and for the people’’. 
Elections and parliament, if and where operated, were instruments to bolster the 
power of the feudal lords. A Western democratic regime is the result of a lengthy 
historical process and cannot, therefore, be grafted on a feudal or tribal society 
without a preceding social and economic revolution, or alternatively, a series of 
revolutions of an uncertain outcome. Unwilling to take this calculated risk the 
West applied Lord Luccarn’s theorem of indirect rule, originally meant to pre- 
serve African society, to the Middle East as well. But there it merely buttressed the 
power of the traditional ruling classes, frustrated the evolutionary forces, but 
intensified the revolutionary pressures. In order to maintain their rule the local 
rulers by using anti-foreign and nationalistic slogans tried to divert these pressures 
against the West regardless of the consequences to their nation’s welfare. ‘“They 
think to push, but pushed along they are.”’ 

Foreign aid largely of a military nature was granted first to countries fighting 
or resisting the Axis powers, and later to those committed to fighting communism 
regardless of their military effectiveness. Among these latter category were 
outright or camouflaged dictatorships. Disappointments with the political per- 
formance of these countries resulted in a re-definition of aid to the uncommitted 
nations. While outright neutralism was considered immoral by the United States 
Department of State not so long ago, it does not now exclude neutral, or even 
communist countries, from receiving aid. 


Aid for What? 


Over the fifteen years ending 1960 the United States”had spent $86 billion on 
foreign aid, $25 billion on military aid and $61 billion on economic aid. At 
present total international public aid and investment amounts to some $4 billion 
annually. Of this the United States provide approximately two thirds, the inter- 
national agencies $450 million, Great Britain some $200 million, and the Com- 
munist bloc $300 million!’. In addition, private investment accounts for another 
$2 billion. But substantial amounts have to be deducted from this impressive total 
before a true picture of genuine and well directed aid can be arrived at. One third 
of the United States aid goes to the ward countries of the Far East; French in- 


13. Ravpx Buncue, in The Near East and the Great Powers, ed. R.N. Frye, Cambridge 1952, p. 2. 
14. B. SHwapRan, The Power Struggle in Iraq, New York 1960, p. 10. 
15. A. SHONFIELD, Attack on World Poverty, London 1960. 
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vestment goes mainly to Algeria, British investment to Kuwait and Rhodesia, and 
much of the United States private investment to the oil producing countries of 
the Middle East and Venezuela. Only about half of the above mentioned total of 
$ 4 billion represents the net capital flow to the bulk of the less developed countries!*, 


Aid Without Strings ? 


Is aid to be provided for unconditionally, or is it to be tied to social, economic, or 
political conditions? Today’s consensus of opinion is that aid should be without 
strings, this meaning primarily political strings. One is reminded of Emperor 
Williams II’s demand for unconditional aid by Germany and Austria in the 1890s 
to Turkey to prevent its falling under the domination of Russia and the Western 
powers. Today Russia advertises unconditional aid but ties it in fact largely to 
economic projects carefully scrutinized and carried out under Russian super- 
vision and with communist-produced equipment. 

The demand for unconditional aid often is directed against certain social- 
philosophical conceptions. ‘“The common export version of United States eco- 
nomic policy is a fine distillate of boisterous enterprise and undiluted laissez faire. 
Rugged individualism and vigorous competition are the thing. Men who would 
not think of taking this medicine themselves prescribe it for foreigners’’.’’ In the 
newly independent countries of the Middle East the absence of a democratic 
structure militates against the growth of free enterprise. Therefore, the govern- 
ments take a greater part in promoting industrialization than it would be necessary 
in countries where democratic conditions prevail as the result of the Judaeo- 
Christian history of the Western World. It is not that free enterprise only can carry 
on in an outer-directed society, and that it is a desirable process, but the Middle 
East at present lacks the democratic infra-structure and therefore the govern- 
ment has to undertake economic development'’. Different is the more recent 
demand for a more aggressive approach to the problem of development by massive 
aid to the less developed countries implying also the use of unorthodox means of 
financing?*®. This view is critical of the conservative experts of the international 
finance agencies who restrict their assistance to mature projects instead of pro- 
viding it without strings. These experts evidently are apprehensive of the tendencies 
of newly independent nations to favor dramatic big projects, conspicous invest- 
ments which can be as harmful to an economy as conspicous expenditure. These 
experts remember the $800 million bond loan raised by Brazil in 1921 in New 
York for various development schemes including the electrification of the railroads 
and a water supply system. In 1931 when Brazil declared a moratorium on this 
loan, the railroads still were not electrified, and the water supply system had been 
abandoned. The experts also remember Colombia which between 1924 and 1928 
borrowed in New York $150 million to construct a railway connecting two valleys 
separated by gooo feet high mountains. Since both valleys had direct outlets to the 


16. C.A.R. Crosscanp, “Towards a Welfare World”, Encounter xv1/2, March 1961, p. 58. 

17. J.K. Gavsrartn, “Rival Economic Theories in India, Foreign Affairs xxxvi 4, Juli 1958, p. 587. 
18. A. Bonne, State and Economics in the M. E., London 1955, 2nd ed., p. 333. 

19. A. Bonne, Studies in Economic Development, London 1957, p. 186. 
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sea, there was no economic need for this railroad. But at the very time when the 
federal government drove an expensive tunnel through these mountains, the local 
authorities constructed a costly road over them. In contrast the League of Nations 
loans to Austria and Hungary under the supervision of a League commissioner 
were a full success*®. Today few countries if any would agree to loans under such 
conditions. Some even refused foreign aid to be spent under mutual aid agreements 
with the assistance of a discreet mission of experts. This attitude reflects apprehen- 
sions of foreign intervention and colonialism: “‘...timeo Danaos et dona ferentes.”’ 
Memories of past foreign exploitation linger on and are skilfully used by those who 
stand to lose by a rising living standard of the masses. A case in point was Syria 
where Primeminister KHALED Et Azem in 1950 announced the country’s refusal 
to accept Point Four aid even before such aid was offered. This hurried announce- 
ment apparently had been prompted by the publication of a program by United 
Nations experts for doubling Syria’s arable area by draining at a cost of $15 million 
the El Gharb marshes and by irrigating 150,000 acres with the diverted surplus 
water. But the whole project ran counter to the interests of the Syrian landowners 
who intended to keep this business to themselves. This example brings into sharp 
relief a basic problem of foreign aid. Development programs may be sound eco- 
nomically but not socially if they tend only to make the rich still richer. In Ethiopia 
provincial governors obstruct the construction of roads by-passing their estates*!. 
In Iraq all important dam, irrigation, and reclamation programs not combined 
with an effective land reform merely increased the value of the large land holdings 
in private hands at public expense. Where vested feudal interests prevail there is 
little hope of foreign aid being effectively applied to improve the standard of the 
masses. It sounded therefore rather naive when the United States in 1951 were 
advised not only to offer aid to backward peoples, but also to persuade their rulers 
to use the assistance for their countries’ true benefit, or find men who will cooperate 
with the United States. However, the advisers uneasily realized that this was a 
very difficult job, at which the United States so far has been notably unsuccessful. 
But unless it is done, and done well, United States plans for help to backward 
lands will be doomed to failure®*. If the local governments mismanage United 
States aid and the United States intervenes, then they are colonialist imperialists. 
If they do not intervene, the program fails, popular expectations are disappointed, 
and the Communists can drum up admiration for the superior efficiency of com- 
munism?%, 

Significantly for our times the discussion on foreign aid among economists of 
opposing schools of thought is based on political or moral reasoning rather than on 
purely economic arguments. In fact, development is a complex issue of many facets, 
and so is foreign aid dedicated to development. Already in 1945 the suggestion was 
offered that “‘the industrialization of Asia may well follow quite a different pattern 
from that of the United States. Natural resources are probably less bountiful, rates 
of return likely to be lower, much broader planning and coordination may be 


20. A. Sauter, Foreign Investment, Princeton 1951, pp. 116, 117. 

a1. E.W.Lutner, Ethiopia Today, Stanford 1958, pp. 69, 126. 
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necessary, established social and political institutions may to some extent present 
obstacles, and the nations concerned may be unwilling to have foreign capital play 
a dominant part in their development. And industrialization is just one phase of 
development’’™. ““The really fundamental problems of economic development are 
non-economic. In order that capital accumulation and growth of technology can 
make themselves felt, a class of risk-takers, of enterpreneurs, must emerge in a 
reasonably mobile society endowed with a wide market*5.”’ 

This impressive catalogue of problems is to remind the economists of their 
limitations of which, however, they are becoming increasingly aware. “Questions of 
social ends and social morality intrude into economic problems, and foreign aid is 
an economic as well as a political problem. But finally it is a moral problem?**.”’ In 
this triple entente of considerations so far politics appear to have been the arbiter, 
the holder of a casting, if not an overriding vote. And this vote too often may be 
influenced by short-term considerations of expendiency rather than by long-term 
views. It may help temporarily to bolster tottering reactionary regimes out of fear 
of the unknown resulting from a however desirable change, and thus prevent the 
building-up of progressive forces. 

Therefore, the demands on the economists are of the highest order. ‘‘For an 
effective economic development program economists will have to absorb not 
merely the insight of the sociologists, psychologists, and anthropologists, but also 
the still older insights of the political scientists and diplomats as well®’. And this 
because “‘there is and cannot be such a thing as economics embodying only pure 
analysis and description. Economics must have a perfectly definite end, namely the 
material welfare of mankind’’*., 

The student of economic doctrine will find these opinions strangely reminiscent 
of those of the German “‘Kathedersozialisten’”’a century ago. And he mayreflect on 
the course of history which seems to proceed in cycles or spirals rather than a 
straight line. The Kathedersozialisten thought in national terms, their successors 
on the higher plane of international relations. ALFRED MARSHALL who—as our 
initial quotation shows—may have been the father of the fo. >ign aid idea, was not 
only a contemporary of the Kathedersozialisten, but belonged to their the ‘‘Histo- 
rical School’’. ScHUMPETER, instead, called him an economic historian of the 
first rank*®, who, according to Keynes, ‘‘was driven into the economists’ camp by 
ethical speculations of a generous impulse to help in the great task of alleviating 
the misery and degradation he observed among the English poor’’. 

And if this is so, this school of economists may be credited with the creation not 
only of the idea of the Welfare State but of the Welfare World to come. 


Jerusalem, Union Bank of Israel Ltd. Kurt GRUNWALD 
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K.K. KURIHARA’S 


Cost Disinflation and Export Expansion 


I 


Ina recent article in Kyklos!, Professor Kurmmara rejects the theoreti- 
cal as well as practical grounds for the expectation that a fall in dollar 
prices of us goods and services (he calls this “cost disinflation” ) would 
expand current account exports relative to imports. Falling prices 
would presumably be achieved by keeping the money supply con- 
stant while productivity increased and money wage rates remained 
stable. The analysis proceeds on the assumption that disinflation 
would not have adverse effects on aggregate employment. 

The essence of Kurimara’s theoretical argument against the 
effectiveness of disinflation to improve the current account runs as 
follows: 

1. A falling price level is likely to increase the quantity but not the 
dollar value of us exports because the price elasticity of foreign 
demand is almost certainly less than unity. With real income un- 
changed there would be no reason to expect a decline in imports; 
hence the current account position would deteriorate (this conclusion 
is stated in the summary of the article but is not clear in the text). 

2. The increased quantity of exports resulting from the decline in 
prices would, however, boost national real income by an amount 
determined by the export multiplier (defined as the reciprocal of the 
marginal propensity to import). The rise in income would in turn 
increase imports by an amount sufficient to offset the increased ex- 
ports were it not for one factor: worsened terms of trade (lower export 
prices with import prices assumed constant). The magnitude of the 
multiplier would be reduced in direct proportion to the fall in the 
terms of trade thus diminishing, but not eliminating, the rise in 
imports. According to KurIHARA a very drastic worsening of the 
terms of trade could improve the current account position. 

1. Kyklos, Vol. xtv, 1961, Fasc. 1, pp. 63-72. 
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The validity of KurmmARA’s theoretical argument is seri ay im- 
paired by several errors in logic: 

1. He treats the average propensity to import as given, regardless 
of the level of us prices. Imports, in his analysis, are a function of the 
absolute level of foreign prices of exports rather than of the prices of 
us import-competing goods relative to the prices of foreign goods. 
Since he assumes foreign prices are constant, then a fall in the us 
price level cannot induce substitution of relatively cheap domestic 
output for imports. Surely this is untenable. Deflation might occur 
with no change in real income at all, but would certainly reduce the 
level of imports through substitution. This would mean a downward 
shift in the average propensity to import. 

2. The author assumes that worsened terms of trade will not in- 
fluence real income directly but only via the export multiplier (a fall 
in terms of trade proportionately reducing the multiplier). The logic 
is wrong. Suppose a country exports half its domestic output and has 
an export multiplier of two (by Kurmara’s formula, a marginal 
propensity to import of 50%). Now prices of exports fall by 10% (no 
change in import prices) and the quantity of exports goes up 11%, 
leaving value of exports unchanged. According to KurtHARA’s logic, 
the only adverse effect on real income would be a reduction in the 
magnitude of the export multiplier from two to one and four-fifths 
(cut 10%). But surely a country which would have to increase aggre- 
gate output by 514% (to increase exports 11% when exports origi- 
nally are one-half output) just in order to maintain domestic con- 
sumption of its own output and imports unimpaired would by any 
sensible definition of real income be worse off by this 544%, but 
adjustment of the multiplier by the fall in terms of trade would yield 
a much lower figure (scarcely more than 1%). 

The author also seems to be confused between changes in volume 
as opposed to dollar value of trade. In my example above the dollar 
value of exports is constant. KURIHARA would apply his export multi- 
plier to the increment in export volume. So long as the multiplier is 
greater than zero (and a zero multiplier would only be possible in the 
author’s formula if the terms of trade fell to zero, given a positive 
marginal propensity to import) some increase in real income and 
hence in imports (both in dollar value and in volume) would occur. 
KuriHara’s conclusion that a drastic fall in terms of trade would 
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improve the current account position is by his own logic impos- 
sible. 

If, perchance, I have misinterpreted the author in that he really 
means to apply the export multiplier to the increment in value not of 
volume of exports, then he is still in a logical trap. In the example I 
gave the change in export value is zero while the terms of trade 
worsen by 10%. The adverse effect on real income of the change in 
the terms of trade cannot be registered by Kurtmara’s formula be- 
cause the export multiplier would operate against zero. 

3. In the main body of his argument KuRIHARA assumes a zero 
marginal propensity to save. Later when he discusses the impact of 
domestic investment which he expects to accompany disinflation, he 
suddenly introduces a positive propensity to save. Surely one cannot 
logically ignore saving when one chooses not to discuss domestic in- 
vestment and then introduce saving into the formula when discover- 
ing the need to consider induced domestic investment. The economy 
either has a positive marginal propensity to save or it hasn’t, and this 
is independent of whether or not induced domestic investment occurs. 
If Kurrara had put a positive marginal propensity to save in his 
original formula he could then logically have obtained an improve- 
ment in current account because the extra saving could be offset by 
foreign investment (current account surplus). 

Each of my suggested changes in KurrHara’s analytical frame- 
work would strengthen, rather than diminish, the efficacy of dis- 
inflation to improve the current account: downward shift in the 
average propensity to import, the direct influence of worsened terms 
of trade on the national real income, and a positive marginal pro- 
pensity to save. 


University of Washington J. RicHarp Huser 
Seattle, Washington (USA) 
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II 


Balance of Payments Disequilibrium and Elasticity Pessimism® 


A discussion of the possible ways te cope with the us balance of pay- 
ments problems of recent years is of great interest for the international 
economist. His intellectual appetite will doubtless be whetted by the 
promise coming from an eminent theorist to give ‘“‘a quantitatively 
significant answer’’ to the question of “chow effective cost disinflation 
would be in restoring a deficit country’s balance of payments equi- 
librium’’’. It is unfortunate that this answer is incorrect and mis- 
leading. 

To begin with a terminological issue, it is not quite clear what is 
meant by cost disinflation. In referring to the policy position accord- 
ing to which “‘cost disinflation” would be necessary for maintaining 
or restoring balance of payments equilibrium in the United States, 
KuRIHARA Cites statements by the former Secretary of Treasury and 
the Committee for Economic Development which postulate the need 
for controlling inflation. The control of inflation, anti-inflationary 
policy, disinflation, and deflation are expressions the content of 
which partly overlaps; but, at the same time, these concepts have 
emotive connotations. For example, the term deflation evokes the 
picture of declining activity, while the control of inflation is inter- 
preted as the avoidance of presumably detrimental price rises. 
KuriHara’s use of the terms “‘disinflation” and “disaggregative dis- 
inflation”’ will puzzle many a reader. Yet at closer inspection we find 
that he deals with the problem of whether a decrease of American 
export prices relatively to the export prices of other countries will im- 
prove or deteriorate the us balance of payments. Note that for a 
relative decline of us export prices it is not even necessary that labor 
productivity should rise to a greater extent than the money wage (the 
ratio of the export industry’s wage income to total income is assumed 
to be constant), but rather that the increase in wage cost per unit of 
output in this country be smaller than elsewhere. 

To get to substantive issues, I do not want to quarrel with Kuri- 
HARA’S assertion that the us balance of payments is in fundamental 


2. I am indebted to Gustav Ranis for helpful discussion. 
3. Ibid., p. 63. 
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disequilibrium. One cannot help wondering, however, whether two 
or three years’ data give sufficient basis for such a conclusion. The 
experience of the recent past is much too vivid in our memory when 
a spate of books appeared dealing with the so-called dollar shortage, 
although this had already given place to an outflow of gold from the 
United States. Such a “mishap” can be attributed to arguing on the 
basis of insufficient evidence or to a “printing lag”’, but it should warn 
us from falling into the same error with regard to what has come to be 
called the dollar glut. Had Kurtara data for the year 1960 at his 
disposal, he might also have refrained from labelling the present 
position of the us balance of payments as one of chronic imbalance. 

Beyong the question of whether the United States is confronted 
with a fundamental disequilibrium, the more general problem 
examined by the author is the possible impact of changes in relative 
export prices on the balance of payments, in the United States or 
elsewhere. After a consideration of substitution and income effects, 
in a summary to the paper KurrHaRA concludes that it would be 
“theoretically unsound and practically unwise to place unilaterally 
excessive reliance on the price mechanism in general and disinflation 
in particular for balance of payments equilibrium’’. This assertion 
will be scrutinized in what follows. 

On the export side, a relative decrease in the export prices of any 
one country will have a substitution effect and an income effect on 
the volume of exports. Substitution effects depend on the price 
elasticity of import demand on the part of the outside world, while 
income effects refer to the rise (fall) in exports resulting from an in- 
crease (decrease) of world real income that follows changes in relative 
prices. (Income changes occur as a result of variations in the terms of 
trade and by reason of the workings of the foreign trade multiplier.) 

As regards substitution effects, KuRmHARA believes that “the price 
elasticity of world demand for American exports as a whole can be 
plausibly assumed to remain less than unity’. In making this as- 
sertion, KURIHARA does not rely on the largely discredited estimates 
of the postwar years which arrived at similar results but invokes a 
priort arguments. He contends that the price elasticity of world de- 
mand exceeds unity for those commodities of which a country is a 


4. Ibid., p. 70. 
5. Ibid., p. 66. 
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marginal supplier and will be lower for the bulk of the exported 
goods. But what does the expression “marginal supplier’ mean in 
this context? Under constant cost assumptions we could say that the 
exporter with the highest unit costs is the marginal supplier, and 
small changes in prices and wages can make its exports unprofitable. 
Under more realistic assumptions, increasing costs prevail and, for 
every competing exporter, marginal costs are equated to the world 
market price. Now a relative fall in wage-costs (and prices) in a 
particular country will result in a downward shift of its export supply 
curve and thus in increasing sales; ceteris paribus, the elasticity of 
demand for this country’s exports will be higher the larger the 
number of competing exporters. Empirical results by MacDouGALL 
and others indicate that demand for a country’s exports will be elastic 
even if the number of suppliers does not exceed two*. 

Turning to the case when a particular country is the only supplier, 
demand will be elastic if only one firm is exporting the product since 
the monopolist will reach equilibrium on the elastic segment of the 
demand curve; on the other hand, if no firm has a munopoly position 
in the single supplier country, the world demand elasticity can be less 
than unity if the product in question has no close substitutes. Aside 
from the latter possibility which is not likely to have great practical 
importance, the elasticity of demand for a single country’s products 
can be expected to exceed unity. 

With regard to income effects, we can accept the proposition that 
the world income elasticity for American products is larger than one. 
But we cannot follow KuriHara to conclude that if this was the case 
the fall of American exports would offset ‘‘any beneficial effect that 
the disinflation-induced reduction of the export price may have on 
the value of exports relatively to the value of imports”’. To begin 
with, even if income effects en the part of the outside world were 
negative, there is no presumption that these would offset the im- 
provement due to substitution effects ; in addition, a fall in the relative 


6. See G.D.A. MacDouca tt, “British and American Exports. A Study 
Suggested by the Theory of Comparative Costs”, Economic Journal, December, 
1951, pp. 697-724, and September, 1952, pp. 487-521; and A.C. HARBERGER, 
“Some Evidence on the International Price Mechanism’’, Journal of Political 
Economy, December, 1957, pp. 506-521. 

7. Op. cit., p. 67. 
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prices of American exports does not necessarily reduce world real 
income. Actually, if prices are sufficiently flexible or ifcountercyclical 
policies are employed, other countries will gain at the expense of the 
United States by reason of an improvement in their terms of trade; 
in addition, a fall in the price of exported machinery may raise world 
income by allowing for the utilization of hitherto unused resources 
in underdeveloped countries. 

On the import side, it is questionable what value can be attached 
to theorizing in terms of money-income multipliers. On the one hand, 
the foreign trade multiplier presupposes the availability of unused 
resources, which assumption may not be realistic; on the other, little 
meaning can be attached to the marginal propensity to import 
expressed in money terms, and one should give separate consideration 
to income and substitution effects instead. Therefore, there is no need 
for “‘a significant fall’’ in the export price relative to the import price 
in order to obtain a reduction in the value of imports; this result re- 
quires only that the elasticity of import demand should be sufficiently 
higher than unity to counteract increases in imports due to the con- 
comitant expansion in incomes. 

Finally, the use of a crude multiplier analysis has led KuRIHARA to 
believe that an innovational investment in the export industry 
“would aggravate the difficulty of maintaining balance of payments 
equilibrium’’*. Such a result does not necessarily follow from the 
foreign trade multiplier equation, and KurtHARA would have 
arrived at opposite conclusions had he considered the Hicks-Johnson 
analysis on the effects of increasing productivity in the export 
industry of an individual country. In effect, the latter conclusions 
were implicitly accepted by Kurmara in an earlier passage of his 
paper where he suggested that the narrowing of the technological 
gap between the United States and developed European economies 
had contributed to the us balance of payments difficulties®. One may 
rightly ask: if an improvement of technology was instrumental in 
achieving a balance of payments surplus in Europe, could not 
technological progress have the same effect in the United States, too? 

We are led to the conclusion that one has to dismiss KURIHARA’S 
claim of having provided “‘a quantitatively significant answer” to the 


8. Ibid., p. 69. 
g. Ibid., p. 64. 
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question at hand. No empirical material is given to support the 
author’s contentions and these do not follow from the set of equations 
presented which, at worst, are little more than identities and, at best, 
give fragments of a theoretical structure, but cannot claim to describe 
the workings of the foreign trade mechanism and do not warrant the 
conclusion that changes in relative prices would be ineffective in 
balance of payments adjustment. 


Yale University, New Haven, BELA BALASSA 
Connecticut 
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KENNETH E. BouLpinc and W. ALLEN Spivey. Linear Programming 
and the Theory of the Firm. New York 1961. The Macmillan Company. 


227 pp. 


One superb piece of pedagogic brilliance would not ordinarily be reason 
enough for printing a whole book. However, Dr. Sprvey’s jewel (even in the 
golden setting of Professor BouLp1NG’s introduction) doubtless needed to be 
wrapped in softer tissues. Even so, the simple aim of explaining linear programming 
and its necessary mathematics might have made a tidier, and a cheaper, book. 
And any reader with a sense of style (not merely in the literary sense) who gets 
hold of this book may well be content to forget linear programming (what a name!) 
and simply read Chapter 2 (Basic mathematical concepts) as pure mathematics. 
It is beautifully done, with that detached, unassuming completeness and economy 
of statement which marks the writing of the real mathematician. Anyone, whether 
stranger or sophisticate in this region, can read this chapter with pleasure and gain 
much from it. 

Professor Boutp1nc’s book The Image brought, per impossibile, magic and glory 
into economics, though leaving economics far behind in its vision of cosmic unity 
and its hinting at a sort of ‘unified field theory’ for human affairs. This book was 
understandably too much for those who see economics as an arithmetical and 
(but for eliminable human stupidity) infallible technique for attaining all objec- 
tives that matter. A Reconstruction of Economics was less ambitious, an attempt to 
work out the whole of economic theory in terms of stocks instead of flows. If the 
execution was less brilliantly exciting than the idea, still the book was radical, 
intriguing and witty, yet it has been neglected. This is the price of non-con- 
formism, of being not made in the common mould. 

Professor BouLp1nc in his introduction to the present book has some dynamite 
to strew around. “The truth seems to be that there is no one touch stone of “rational 
behaviour”’ under uncertainty’. Professor BouLDING is a brave man, for this single 
sentence in one sweep denies the underlying philosophy of a vast mass of econo- 
metric literature, of confident statements of rules which will infallibly tell a man 
what to do even when (shocking thought, scandalous situation) his ‘information 
is incomplete’. The sentence goes on ‘A number of reasonably systematic patterns 
can be distinguished, and the choice among these is a further act of decision’. Can 
it be that Professor Boutprnc is here using the word decision to mean something 
other than the doing of sums and reading off the answer? Why do not the heavens 
fall? The last paragraph but one in this introduction is a typically brilliant re- 
flection of a writer whose insight goes so much deeper than that of the vast majority 
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of economists. ‘Here’, he says, ‘we face some of the most fundamental, and most 
puzzling problems in the theory of behaviour, where the old metaphysical demons 
of free will and determinism lie in wait for the unwary theorist’. Economics to get 
entangled with metaphysics? How dreadful. 

Dr. Spivey has done such a wonderful job that any criticism of it must seem 
ungrateful. Yet in case of a second edition, a few details might be amended. On 
page 22 he starts to explain the nature and meaning of the counting process, but 
apparently decides that it will take too long without being quite essential to his 
purpose. So a whole paragraph or half-page drops out at line 5 on page 22. In an 
ordinary exposition, no one would care about such a lacuna, but when the rest is 
so excellent, this jerks the reader’s sensibility. On page 43, a few lines from the 
bottom, there is a piece of bad layout (the printer’s fault) where an equation has 
been cut in two and set on two lines, with very misleading effect. On page 44, 
equation (14) has a misprint of a for a 6 in its last symbol. 

Dr. Sprvey has shrunk a little from making full play with the notions, methods 
and notation of matrix algebra. What a pity. With another dozen or twenty pages 
he could have completed a brilliant short treatise on vectors, matrices and determi- 
nants. He should do so, and print it as a separate book, without any ‘linear pro- 
gramming’ bias. 

It is needless to say that in his Chapter 3, on linear programming itself, 
Dr. Spivey is as lucid, patient and successful as ever. His 3-dimensional perspec- 
tive diagrams are well contrived to stir the visual imagination. His chapter is 
followed by a comparison, by Dr. YuAN-L1 Wu and Dr. Cutnc-WEN Kwan, of 
marginal analysis and mathematical programming in the theory of the firm. They 
too have a mastery of economical prose. As a statement of what is meant by 
perfect competition, the first paragraph of page 97 could scarcely be bettered. It 
was, perhaps, unavoidable that their first example of linear programming itself 
should take three pages to attain a result which is instantly obvious from the mere 
statement of the problem. Their long chapter ends with the kind of statement 
whose modesty and honesty do credit to our profession: 

‘Our analysis has therefore demonstrated that, in all these cases, the familiar 
concepts of the marginal analysis can be applied to indicate the logical properties 
of the optimum solution. On the other hand, the traditional tools of marginal 
analysis may fail to provide a convenient method of arriving at the optimum 
solution. The availability of techniques for the numerical solution of economic 
and business problems is indeed the basis of the importance of mathematical pro- 
gramming’. 

In the year 1711 DE CEvA published in Latin a treatise on mathematical 
economics (It has recently been translated into French by Professor G.H. Bous- 
QuET). Ever since then, and perhaps before, the long line of mathematical eco- 
nomists and statisticians, some famous like von THUNEN or Cournot or EDGE- 
WORTH, some more obscure so that they have required Dr. THEOCHARIS’s remar- 
kable book to make us aware of them, have worked with patient care and auda- 
cious thought to construct economics as a respectable and powerful! discipline. 
Numerical and geometrical methods are valuable and indispensable, and to make 
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a collection of them, arrange them according to some plan, and point out their 
common basis (where it exists) in mathematics is a highly important task. But 
to label a very various collection of methods with a high sounding name, and to 
suggest that it then constitutes a radical novelty, is less desirable. Linear pro- 
gramming is a well justified term, but some other recent accretions of the econo- 
metric vocabulary are not. 

To Professor BouLp1nG, all praise for launching Dr. Spivey, and for appearing 
with brief brilliance on the stage himself. But an editor should edit! 


University of Liverpool G.L.S. SHACKLE 


Corwin D. Epwarps. The Price Discrimination Law. A Review of 
Experience. Menasha, Wisc., 1959. The Brookings Institution. 
698 pp. $ 10.-. 


Professor Epwarps’ book is an intensive study on the Robinson-Patman Act. 
If the whole United States Anti-trust legislation would be submitted to an equally 
comprehensive research the report might run to the size of something like Encyclo- 
paedia Britannica, which neither proves the case for such a report or the case 
against 700 pages on price discrimination law. 

The book is based both on the litigation records and interviews conducted by 
a staff of economists. !t begins with a short ouverture on the concept of discrimi- 
nation and moves on to the historical background of the Robinson-Patman Act. 
The following 12 chapters (Ch. 4-15) cover the history of the enforcement accor- 
ding to the specific types of discrimination prohibited in the law. The next three 
chapters deal with the concept if injury to competition, meeting competition as a 
defense and problems connected with the cost justification of price differences. 
The work culminates in the appraisal of the law and ends with a chapter on 
suggestions for an eventual revision of the act. 

EDWARDs’ book as well as the experience gained in some European countries 
show that the law on discrimination is one of the most difficult parts of anti-trust 
legislation. Difficulties stem mainly from the concept of discrimination and from 
the problem to find operational criteria to distinguish discrimination from non- 
discrimination and to evaluate its effects. Predatory conduct (which already is a 
derivative concept based on a code of competition) on the part of some big firm 
discriminates its weaker competitors but so in a sense may do a “‘fair’’ conduct of 
an efficient firm. Epwarps distinguishes two concepts of discrimination which he 
calls respectively economic and political idea of discrimination. To discriminate 
politically means to deviate from ‘“‘equal treatment for persons similarly situated”’, 
to offend “‘equality of status’. The economic discrimination consists of ‘‘a distor- 
tion of the relation between the prices and costs of a seller, so that either costs or 
prices (vary) without corresponding variation of the other’’. 
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The important questions seem to be, what ‘‘equality of status”” means in the 
context of discrimination, what should be its relation to the economic non- 
discrimination among the objectives of the price discrimination law? The author 
provides well argued views on the second of these questions but at least the present 
reviewer would have been interested in a more detailed discussion on the political 
and economic ideas of discrimination. 

The difficulties with the political idea of discrimination seem to begin with the 
notion of ‘differences of condition” that are held to justify differences in treat- 
ment. Who are “similarly situated’? How do differences in conditions come 
about and what are they based upon? Because men differ in their abilities as 
entrepreneurs, competition as a process of rivalrous activity necessarily leads to 
unequal market positions. In the field of distribution the hurt parties of honest 
craftsmen “‘clinging to their bows and arrows’”’ (to paraphrase Boulding) of old 
and unchanging methods have often cried discrimination when their effective 
competitors slash costs and prices. The evolution in the methods of production 
changes gradually also the “‘representative entrepreneur”’ thus entailing political 
discrimination to the receding class of entrepreneurs. From a long run point of 
view the relation between “‘equality of status’? and ‘‘workability’’ of competition 
as aims of price discrimination law seem to resolve into the eternal question of order 
and change or “‘competition and custom”’ as basic and necessary but partly con- 
flicting aims of society. 

The matter is further complicated by the fact that even the economic idea of 
discrimination is not quite precise. From the static point of view the unit to be 
considered in the case of discrimination is the transaction. The prices should 
conform to the “‘normal’’ costs of transactions under pure competition. But 
competition is not pure and costs are seldom as measurable as the rule demands. 
The price mechanism is not a machine but a collective method of communication 
reflecting the limitations of human accounting. Accordingly the transactions 
cannot be priced perfectly. Moreover, sellers and buyers are not on the market just 
for the fleeting moment of one transaction but most often to stay there. The 
emerging transaction structures of different sellers and buyers are heterogeneous 
although the transactions of a given buyer or seller usually cluster around a 
certain type thus justifying the functional classification (wholesalers, retailers, 
consumers etc.). From a dynamic point of view the value of a certain buyer to a 
seller or vice versa is not only the immediate gain from each transaction but also 
the business relation itself. And when bargaining enters the price formation the 
determining factor may not be the single transaction in question but the whole 
bundle of transactions that the business relation represents. Hence the functional 
discounts. But beside the functional discounts there are discounts that reflect the 
costs of different types of transactions. As one of the minor points where the book 
evokes a critical attitude is the classification of types of discounts (p. 72/73). The 
author denotes with functional discounts “price concessions based on... the place 
of the buyer in the channels of distribution’’ as well as those based on “‘the types of 
service he performs’’. It might be clearer to use the term “‘performance discounts” 
for all discounts that are calculated on the basis of a certain service or services. 
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As the discount structures are influenced both by factors that belong to the 
*‘political’’ or “‘status”’ sphere and by short-run as well as long-run performances, 
a careful setting of aims should be a necessary part of drafting and enforcing a price 
discrimination law. In Epwarps’ opinion this was not the case with the Robinson- 
Patman Act. The specific historical situation that gave impetus to this piece of 
anti-trust legislation appears to have colored its aims and drafting with unesca- 
pable consequences in the application of the law. Even if the reader recalls Taw- 
NEY’s dictum that “in a world where principles and conduct are unequally 
mated, men are to be judged by their reach as well as by their grasp”’ he will be 
shown by the author that the basis for the evaluation of the Robinson-Patman Act 
lies not in the success with which its aims have been attained but in the ambiguity 
in the choice of the aims itself. The precedence of equality to the effectiveness of 
competition as an aim has led to the adoption of the “‘narrow concept of injury to 
competition’’, that is, injury :9 a class of competitors instead to tule market com- 
petition. The choice of the “‘narrow type of injury to competition’’ and distrust 
towards price differences has in the opinion of the author entailed injury to the 
market competition and hampered the development of productivity in distri- 
bution. Similarly the difficulty of proving cost justification, the burden of which 
lies on the respondents, has made sellers wary of using new methods of distribution 
that involve price reductions. 

Epwarps holds that these negative effects could be avoided. He rejects equal- 
ity as an aim of price discrimination law but regards also the pure ideal of economic 
non-discrimination impracticable as a direct objective of the law as it might lead 
to a large-scale price control. Instead the law should strive to maintain effective 
market competition and attack cases only where there seems to be injury to com- 
petition in the market sense. The price discrimination in the secondary line (buyers) 
should be treated directly and not through the sellers. The type of legislation against 
‘exploitative buying practices’? should combine a general ban on practices in- 
juring market competition with in casu interpretation and not prohibit specific 
types on conduct directly. In the face of difficulties connected with accounting for 
differential costs especially in the distributive traces the burden of cost justification 
should be lightened. 

The field of policy for competition is a complex one and there is a wide gulf 
between principles and diverse reality which can be bridged only gradually by 
theory and judgement. Epwarps’ study impresses the reviewer not only as a 
contribution to these efforts but also as a work of scholarship. Even though the 
book is neither short nor easy to read it seems to be profitable reading also for the 
student from Western Europe where studies of this kind have been rare while the 
problems discussed in it are quite fashionable. 


Helsinki Jouko PAAKKANEN 
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CxLaupIo EscARPENTER. La Economia del Trafico Maritimo Internacional 
de Cuba. Habana 1958, Editorial Echevarria. 210 pp. 


There is something exciting about a job really well done, regardless of the 
specific field of endeavour. To the non-Cuban, non-transport economist a study 
of the economics of Cuba’s merchant marine might not, at first sight, seem exactly 
fascinating. He would be wrong, for Dr. EscARPENTER has written as remarkable 
a work in applied economics as has ever appeared in Latin America. 

Despite its relative brevity, the book is hard to summarize without doing the 
author an injustice, because each chapter contains a wealth of analysis simultane- 
ously interesting in its own right and a necessary stepping stone to what comes 
next. A summary is supposed to extract the essence, but when everything seems 
essential, a summary becomes difficult. Nevertheless, it is worth trying. 

Chapter I puts ocean transport into the general setting of Cuba’s foreign 
trade1, underlining particularly the excess of export over import volume, the 
proliferation of ports (the major export ports are not the largest recipients of im- 
ports) and the geographic concentration of foreign trade, as well as the enormous 
importance of sugar. 

Chapter II analyses the structure of the ocean freight rate rnarket for Cuba. 
The interesting conclusion is reached that no great scope for monopolistic profits 
existed because: 

(a) Sugar export to the United States were carried chiefly by tramps. The 
quite competitive world tramp market set an upper limit to freight rates anyway, 
but actual rates were generally lower because vessels bringing imports would 
accept depressed rates for exports so as not to have to make the return voyage 
with empty bottoms. 

(b) Bulk imports were also transported by tramps. 

(c) Other imports were transported on regular liners organized in conferences, 
but the relatively small number of Cuban importers permitted the formation of 
countervailing buyers’ combinations in many product lines and these forced 
freight rates to levels near—or at times below—costs. 

(d) The discrepancy between export and import tornages implied relatively 
high overall costs. 

These costs are analyzed in detail in Chapter III. By means of a series of 
hypothetical examples of gradually increasing realism, Dr. EscARPENTER shows 
that there is good reason to believe that rates were more or less “‘right”’—i.e. 
close to marginal costs—especially when the difficulty of true cost calculations 
for individual products on the import side is taken into account. Incidentally, 
while Dr. EscARPENTER’s analysis runs in terms of CHAMBERLIN’s and FELLNER’Ss 
models, much of what he has observed might have been explained equally well, 
if not better, in terms of Professor HERBERT Simon’s decision models. But for 


1. Almost all data refer to 1956. Events since then have radically altered the geographic structure of 
Cuba’s foreign trade. 
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reasons that become apparent in the next chapter what is really important in 
this context is the structure of costs, not their relation to price policy. 

The last two chapters of the book are perhaps the most interesting ones. In 
Chapter IV the impact of the ocean transport sector on Cuba’s balance of pay- 
ments and national income is discussed, and in Chapter V the implications of 
this in terms of developing a domestic merchant marine are appraised. The saving 
of foreign exchange and the creation of employment and income are often put 
forward as arguments for giving high priority to the development of this sector. 
Dr. EscARPENTER convincingly shows that for Cuba both these arguments were 
almost completely invalid. 

Taking income and employment first: he points out that the only contributions 
Cuban shipping enterprises—as opposed to foreign cwned ones rendering the 
same services—can make to income are through wages, salaries and profits. Now 
Chapter III brough’ out that crew remunerations were only between g and 11 
per cent of freight costs on exports and between 3 and 5 per cent on imports. 
A trebling of the distance travelled would raise this percentage to about 17 per 
cent for exports. A possible criticism here, incidentally, is that in one sense Dr. 
EscARPENTER under-argues his case by assuming implicitly that no Cuban sailors 
now employed by Cuban enterprises would, in the absence of such concerns, work 
on foreign ships, although he mentions, in a different context, that six of the foreign 
chartered ships had predominantly Cuban crews. 

As for profits, Dr. EscARPENTER calculates that, even in the prosperous year 
studied, they amounted to less than two million dollars in a gross income of 
almost twenty five million, while in 1957 they probably were negative. The growth 
of excess capacity in the world’s shipping industry made Dr. EscARPENTER pes- 
simistic about the outlook at the time of his writing, and events since have borne 
him out. 

A little calculation serves to illustrate Dr. EscAaRPENTER’s thesis. To double 
Cuba’s merchant fleet of 10 vessels, an outlay of ten to fifteen million dollars would 
be required. They would employ some 250 men who would receive about 
$700,000 in wages and board. No profits are likely. The capital-labor ratio is 
plainly one to give pause to responsible planners. 

Similarly negative results emerge from an analysis of the impact on the balance 
of payments, and for basically the same reasons, namely that too large a pro- 
portion of total transport costs are not freights but payments already made to 
residents. Ownership of the vessels has nothing to do with loading and unloading, 
with port charges and with a multiplicity of other expenses incurred on land. 

To what extent are these conclusions peculiar to Cuba? It would have been 
fascinating to have Dr. EscARPENTER express an opinion, but he carefully restricts 
himself to his chosen task. Lack of knowledge as well as of space forbid this re- 
viewer going into the question here, but two facts seerm evident: (a) The short 
distance from Cuba’s main trading partners was a major determinant of the 
results. This is a factor peculiar to Cuba. (b) Another major determinant however 
was the imbalance between export and import volumes. This is a condition shared 
by many nations exporting primary products. There is therefore no alternative 
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for other developing nations but to engage in similar studies to discover which 
factor is the more important one in their case. They could do worse than to use 
Dr. EscARPENTER’s study as a model for, among its other merits, it is outstanding 
in the care and honesty with which each statistical item is documented, explained 
or qualified. 

Finally, a word to the wealthy and wise. If this book were ever translated, it 
would invariably suffer, for it is written with a truly Castillian grace and elegance 
of expression. Nevertheless, it would be a sign of shocking provincialism or lack 
of enterprise if this study were not made accessible to students and civil servants 
of non-Spanish speaking nations. Foundations and publishers, please step forward ! 


Washington, DC ENRIQUE LERDAU 


Rupotr Frei (ed.). Wirtschaftssysteme des Westens - Economic Systems 
of the West - Systémes économiques de |’ Occident. Vol. u (Publications of 
the List Society, Vol. 7). Kyklos-Verlag, Basel, and Mohr (Siebeck), 
Tiibingen 1959. 221 S. 21.75 DM 


In a review of the first volume (see Kyklos xu, Fasc. 1) I expressed regret that the 
attempt to achieve uniformity (via guidelines suggested by Professor Hoover) had 
cramped the style of some of the contributing authors. The second volume con- 
firms this impression. The seven additional articles (on Canada, West-Germany, 
Finland, Italy, Norway, Portugal and Switzerland) emphasize deviations from 
a laissez-faire model that was never reality. They often do not underline sufficiently 
what should be the underlying motive of all individual national variations: the 
theme “‘market economy’’, the one feature which all economies of the West have 
in common. 

This leads particularly in the article on Germany (BR) to the somewhat dis- 
appointing result that the outstanding contribution of ERHARD’s policy, the 
recreation of a market economy after years of dirigism, gets lost in the attempt to 
emphasize (correctly) that monopolistic tendencies have not been eliminated. 
However, for those who think of the German Wirtschaftswunder as a sort of laissez- 
faire miracle, this informative article may be a good antidote. But it does not do 
justice to the social character of the German market economy, nor to the attempt 
to achieve consistency of all measures on the basis of monetary stability. 

In some of the other articles, too, it might have been better to project the pre- 
sent economic situation against the background of dirigism and central planning 
rather than against the unrealistic backdrop of a perfectly competitive economy. 

It is interesting that only the article on Finland comes to grips with this issue. 
It states correctly (a) that there never was a pure laissez-faire economy, (b) that 
this does not make the competitive model useless, and (c) that ‘‘the relevance of 
the model should be evaluated with the stubborn fact in mind that there are no 
other general models to replace it’’. 
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This article on Finland contains interesting remarks on the country’s rapid 
industrialization under the impact of war indemnities and on “‘institutionalized 
inflation’’ through index-tied wages and agricultural prices. 

As in the case of Spain (Vol. I), we may doubt that the inclusion of a largely 
non-critical article on Portugal should find a place in a survey which is limited tu 
the market economies of the West. However, its inclusion can be defended on the 
grounds that the Portuguese economy is not centrally planned and that the under- 
developed condition of the country demands a higher degree of interference than 
would otherwise be normal in a market economy. 

Particularly interesting is the article on Italy which makes the attempt to 
explain the uneven development of the Italian economy through monopolistic 
policies, easy access of the big combines to the credit market and their opportu- 
nities for self-financing. ‘“Thus investment tends to become concentrated in the 
areas where such monopolistic combines operate.’’ This concentration of invest- 
ment also explains, we are told, why Italian economic development “‘has not been 
accompanied by an adequate increase in employment’’. The low level of employ- 
ment, in turn, explains ‘‘the inadequate growth of demand for agricultural pro- 
ducts’’, while the disparity in the development of agricultural and industrial 
prices adds to the plight of the underdeveloped sectors, especially of the South. 
The treatment of the Government’s development policies is less lucid, but shares 
this weakness with most discussions of development policies. 

The remaining articles on Canada, Norway, and Switzerland are clearly 
written, valuable outlines of these countries’ market economies. They do not deal 
with problems which deviate to any considerable degree from the general pattern. 

It is to be deplored that, owing to technical difficulties, the economy of France 
was not covered. 

The total survey of the economies of 15 countries which the present volume 
concludes is one of the most valuable contributions to the field of comparative 
economics. ' 


Winchester, Massachusetts GerorceE N. HALm 


Davip Gate. The Theory of Linear Economic Models. London 1960, 
McGraw-Hill. 330 pp. 74s. 


To the casual observer it appears that mathematical economics is getting more 
esoteric and mathematically complex all the time. While this may be true for 
new problems that are being taken up, it should be emphasized that in the last 
decade or so a great deal of simplification has been achieved in the more basic 
subjects of production, equilibrium analysis, and welfare economics, so that it 
is actually easier now to enter the mathematical economics industry than it has 
ever been before. Thus it is no longer mandatory for the aspiring student to master 
the calculus and such intricate tools as determinants and eigenvectors. Simple 
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linear algebra—i.e. the mathematical theory of systems of linear equations—is 
the key to the modern “linear’’ economics: input-output analysis, linear pro- 
gramming, game theory, linear models of market equilibrium and economic 
growth, to mention the main subjects. 

While there is no lack of introductory treatments of any one of these topics, 
the book under review may be regarded as the first textbook designed as an 
elementary introduction to the whole of linear economics. In principle no previous 
knowledge of mathematics is required, since all the tools of linear algebra are de- 
veloped fully and clearly in chapter 2. In practice, of course, a certain familiarity 
with mathematical reasoning helps, but nothing is required that goes beyond the 
equipment of any graduate of an European high school. The writing is very 
careful and lucid. The student can test his understanding by means of numerous 
problems, not all of which are perfectly easy to solve. 

Chapter 1 introduces various linear programming problems and discusses 
them in intuitive economic terms. It contains the first economically meaningful 
interpretation of the so-called duality principle that I have encountered in the 
literature. Chapter 3 gives rigorous proofs of the duality theorems and the related 
price theorem of linear programming. Chapter 4 is an easy introduction to the 
standard method of solving linear programs, the simplex method. In chapter 5 
the “‘classical”’ transportation problem and the related problems of networks and 
assignment are discussed with emphasis on the fact that the solutions are integers. 
Chapters 6 and 7, which deal with game theory, contain some interesting examples 
of parlor games and their solutions. Special attention is paid to bluffing and war 
games. In chapter 8 equilibrium and growth models are introduced while chap- 
ter g deals more specifically with the Leontief model, the von Neumann model, 
and the Koopmans model. The book is self-contained also with respect to its 
economics, and while it does not go into dynamic systems involving differential 
or difference equations, i.e. certain problems of stability and growth, it covers 
the main topics in economic analysis, that can be studied by means of linear 
mathematics. The book can be highly recommended to all serious students of 
economic theory. 

A remarkable change has occurred in recent years in the attitude of the 
mathematical community towards the social sciences, whose theoretical problems 
at oue time it used to regard as trivial and lacking in mathematical appeal. This 
pook which was written by a distinguished mathematician is a fine example of 
the kind of contribution that mathematicians can make in clarifying, stream- 
lining and treating rigorously important problems of economic analysis. 


Brown University, Rhode Island MartTIn BECKMANN 
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W. Hocuwa tp, H. E. Steiner and S. Sonensium. Local Impact of 
Foreign Trade: A Study in Methods of Local Economic Accounting. Washing- 
ton, D.c., 1960. National Planning Association. 213 pp. $7.— 


This monograph has a good deal of tedious repetition and is far from clear on 
some of the key technical points. Nevertheless it describes an interesting application 
of input-output analysis to three American towns in an attempt to find the direct 
and indirect importance of foreign trade to their industries and incomes. 

Huge tables (in a jacket) set out transactions matrices, the largest of which has 
115 rows and colums. The n. w. quadrants include local selling purchasing sectors, 
the s.w. quadrants local purchases from external sectors and the N.£. quadrants 
local sales to external sectors. Sectoring was based upon the s.1.c. and the 1947 
Interindustry Study of the u.s. Economy, but alterations were made to give appro- 
priate prominence to key local industries. Published sources provided some of the 
data but most of it had to be obtained by local surveys. It may interest those 
contemplating similar work to read (pp. 153-155) about the elaborate measures 
taken to get satisfactory responses. 

The technical coefficients obtained from these transactions matrices showed 
much disparity from those of the 1947 national study. Most of this disparity, in the 
authors’ opinion, resulted from misleading definitions of industries ‘‘used to de- 
scribe, under the same name, quite different product-mix aggregations in the 
local and national accounts”. They went on, however, to use the matrices for a 
number of different types of estimate. 

(i) Sector outputs, external sales, direct exports and “‘indirect exports”’; i.e. 
external sales to a national industry multiplied by its ratio of exports to output. 

(ii) Primary and “‘complementary”’ income from external sales, including 
direct and indirect exports. Primary income is household receipts from sales of a 
local sector, and complementary income is household receipts from associated 
inputs of other local industries. 

(iii) External purchases by local sectors, and corresponding resales to external 
sectors. 

(iv) The effect upon local outputs of price changes of both complementary 
and competitive imports; here the initial impacts were assessed by interviews. 

(v) Projections of sector outputs and exports (from 1954 to 1960) assuming 
two alternative bills of goods and either no capacity restraints or a few specific 
restraints. 

The substantial general findings are understandably meagre; local industries 
often have a greater indirect, than direct, dependence on exports and the diffused 
benefit of complementary imports is less noticed than concentrated impact of 
competitive imports. Findings of this kind of analysis must have a local rather than 
a general significance. 

Nor does much emerge in the way of methodological findings beyond the 
disparity, already mentioned, between local and national coefficients. There is, 
however, a useful appendix which describes economic accounting systems and 
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local models derived from interindustry accounts. Some notes follow on the con- 
struction of the accounts for one of these towns (Kalamazoo) and intending prac- 
titioners should find them helpful. 


University of Auckland C.G.F. Smmxin 
(New Zealand ) 


Bruno Jossa. Interesse Moneta e Credito (Pubblicazioni della Facolta 
Giuridica dell’Universita di Napoli). Napoli 1960. Casa Editrice 
Dott. Eugenio Jovene. 343 p. Lit. 3500. 


On n’aura jamais fini de parler de l’intérét et d’en chercher |’explication. Ce 
probléme est, depuis l’origine de la pensée économique, |’un des plus redoutables. 
I] est probable qu’il le demeurera dans l’avenir. Des esprits paraissent, de siécle en 
siecle, de décennie en décennie, pour tenter de le mieux poser, sirion pour le ré- 
soudre. Et de grands noms s’imposent : BoHM-BAWERK, FISHER..., mais ceux-la sont 
déja palis. Au contraire, un autre grand nom reste prédominant: que KEyYNnEs soit 
un génie ou un démon de la théorie de l’intérét, qu’on l’admire ou qu’on le dé- 
nigre, il est le point de mire universel. Dans les pays anglo-saxons, surtout en 
Grande-Bretagne, moins dans les pays européens. Cependant il est curieux de 
constater comment son esprit régne chez notre sceur latine, plus qu’en France ou 
Von demeure plus attaché a la pensée classique. 

Bruno Jossa appartient a l'Université de Naples. L’ouvrage que nous avons 
l’honneur de présenter constitue le 46° volume d’une collection de publications de 
la Faculté juridique de l’Université de Naples. Sur les 46 volumes parus, 4 seule- 
ment ont été consacrés a des problémes économiques, il faudrait presque dire ban- 
caires. Nous ne connaissons pas la personnalité de l’auteur. Nous le supposons 
jeune: peut étre est-ce la une thése de doctorat? Nous voyons bien qu’il a été trés 
influencé par la pensée keynesienne et post-keynesienne. I] analyse avec grand 
soin la plupart des auteurs contemporains, Hicks, FELLNER, METZLER, OHLIN, 
HANSEN, son compatriote MODIGLIANI, ROBERTSON, PATINKIN, LERNER, nous en 
oublions. Le schéma des deux courbes SJ et LM, que l’auteur améliore du reste, 
constitue le canevas essentiel sur lequel il brode son propre dessin. I] aime la 
rigueur des démonstrations, logiques plus que mathématiques. I] ne va pas plus 
loin que le commentaire des diagrammes néoclassiques: le lecteur affolé par les 
formules s’en réjcuira. Chacun de ses développements est bien venu, clair, concis. 
Ce qui me semble manquer pour que l’ouvrage ait toute sa portée, toute sa valeur 
de pénétration, c’est une vue plus générale, plus personnellement approfondie de 
la thése présentée dans les pages de l’introduction. L’auteur a en effet une thése 
a soutenir. Or l’intitulé de ses chapitres fait plutét penser a ceux d’un traité, d’un 
cours ou d’un manuel. Les chapitres ont l’air de se succéder les uns aux autres, 
plus que de s’engendrer les uns par les autres selon un processus ascendant. 
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Je souffre pour ma part de voir un ouvrage de qualité se terminer brutalement 
sur un appendice, sans une conclusion d’ensemble qui nous eat dit si le but re- 
cherché était atteint. Une bibliographie, un ind«x des auteurs et des idées auraient 
été, dans un sujet si difficile, les bienvenus. 

En présence d’un probléme qui, selon la parole reproduite de Lutz (p. 38), est 
dans un état de grande confusion, BRuNo Jossa a une idée directrice qui me satis- 
fait l’esprit. Elle peut ne pas plaire 4 tous, notamment a4 ceux qui pensent que la 
vérité est de type monolithique, qu’il y a une (et non plusieurs) explication d’un 
phénoméne, que dans la vie un esprit doit savoir choisir, c’est-a-dire exclure, sans 
aprés coup regretter son choix. Cette idée, on pourrait dire, mais c’est un compro- 
mis. Vouloir concilier, étre tolérant, ce n’est pas étre fort. Ce que tente BRUNO 
Jossa ce n’est pas un compromis, ce n’est pas non plus une réconciliation, c’est une 
synthése, ou, pour employer son expression (plus 4 la mode), c’est une intégration. 

En effet, quand on fait le tour des écrits sur l’intérét, deux grandes familles 
d’esprit s’opposent, et on dirait qu’il faut soi-méme se placer délibérément dans 
ce que U. Papi dénommait l’un de ces deux camps. I] y a les réalistes (le mot réel 
voulant dire non-monétaire) dont les classiques ont été les penseurs, et ies moné- 
taristes dont Keynes a été, a l’époque moderne, le chef de file. Les oppositions de 
méthode viennent se greffer sur l’opposition fondamentale. Quand on pense les 
problémes sans la monnaie, en termes d’épargne et d’investissement, puisque la 
monnaie empéche de comprendre les réalités. on s’intéresse 4 la longue période 
et non pas aux transitions superficielles de la vie courante, on ne vit pas dans 
instant, on croit a la flexibilité instantanée et parfaite de tous les prix, on ne 
croit pas aux retards et aux frottements, on est persuadé qu’en fin de compte, tout 
se sera passé comme si la monnaie n’avait pas existé. 

Quand on est monétariste, on est au contraire un penseur de la période bréve, 
on croit que la monnaie est une réalité de la vie quotidienne; c’est la liquidité fon- 
damentale; c’est la préférence de liquidité qui détermine l’intérét. S’il n’y avait 
pas de monnaie, y aurait-il un intérét? 

Au surplus, quand on se situe dans le long terme, on ne pense que le plein em- 
ploi. Quand on s’attache de préférence au court terme, on estime qu’il peut exister 
un équilibre dé sous-emploi. 

Tout le monde connait ces oppositions. I] devient presque banal de les répéter. 
A vrai dire, et c’est ce qui a frappé notre auteur, les deux familles d’esprit ont a la 
fois raison et tort. On peut se borner a les renvoyer dos a dos. Encore faudrait-il 
cependant savoir ow passe la frontiére entre le court et le long. BruNo Jossa se le 
demande lui-méme (p. 39). Mais il ne veut pas s’en tenir a cette opposition. II 
pense que le réle de la monnaie n’est pas limitée au court terme, pas plus que le 
role des épargnes et des investissements n’est pas exclusif du long terme. Dans la 
partie constructive de son analyse, il a, sur ce point, des lignes excellentes: «La 
théorie classique de l’intérét est trop peu monétaire en tant que théorie de longue 
période, et la théorie keynesienne est trop monétaire comme théorie de courte 
période. » 

Je n’attacherai pas la méme importance que Jossa a la controverse entre la 
théorie de la préférence de liquidité et la théorie des fonds prétables, peut étre 
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parce que je ne suis pas un spécialiste. Mais je le crois trés justement influencé 
surtout par Hicks et PATINKIN, également par METZLER dans l’analyse de «|’effet 
Pigou». 

Je me demande s’il a finalement raison de découper, comme I|’enseignement 
nous y oblige, les diverses attitudes de l’esprit que symbolise tel ou tel auteur, avant 
de les resouder en une analyse prétendue synthétique. C’est un peu le procés de 
l’analyse avec, opposée a l’analyse sans, que je me risquerais 4 tenter. Evidemment, 
l’analyse avec ou sans monnaie, avec ou sans crédit, avec ou sans banque, avec ou 
sans plein emploi, et on pourrait continuer longtemps cette énurmération, nous 
est commandeée par nos lectures, dans le monde intellectuel de la segmentation qui 
est nétre. Quand on a commencé par une analyse sans quelque chose, et puis qu’on 
réintroduit ce quelque chose aprés coup (ce mot d’introduction successive revient 
souvent sous la plume de Jossa), je me demande toujours si le résultat est le méme 
que si l’on avait fait d’emblée l’étude simultanée. Seulement, cette simultanéité 
est tellement complexe que nous ne pouvons pas la saisir. N’est-ce pas la le drame 
de toutes nos explications? N’est-ce pas aussi le drame du passage du partiel ou 
général, le probléme de l’agrégation? 

C’est la question que je me suis posé en lisant ce livre. Les esprits qui ne sont 
pas des spécialistes, et qui n’auront pas lu tous les auteurs analysés, penseront peut 
étre que toutes ces dissertations sont de type bien formel, peut étre un jeu de 
esprit. Ils se demanderont si le taux court et le taux long expriment la méme 
réalité. Ils se demanderont ce qu’est la réalité par-dela toutes ces courbes construites 
par l’esprit, la réalité observée dont il n’est jamais parlé dans ce livre. 

Je sais bien ce que je répondrai 4 une question aussi malicieuse ou aussi in- 
discréte. Le probléme de l’intérét du capital ne pourra jamais se «désintellectua- 
liser». Il est probable que si l’on tentait 4 son égard un tel effort, on le ferait dis- 
paraitre, sans faire cependant qu’ il disparaisse de la vie de tous les jours. 


Université de Paris HeEnr1 GUITTON 


Cart A. LANDAUER. European Socialism: A History of Ideas and Move- 
ments from the Industrial Revolution to Hitler’s Seizure of Power. Berkeley 
and Los Angeles 1959. University of California Press. 2 Vols. 1804 pp. 
$ 20.- 


Only a book-length treatise would provide sufficient space for an adequate 
description and critical evaluation of this imposing monument to historical 
scholarship. An impression of sheer size is perhaps conveyed by noting that the 
footnote references alone cover 270 pages of fine print, while the indexes of names 
and subjects plus the bibliography, which is limited to works cited or quoted by 
the author, exceed another 100 pages. It is even difficult to do no more than 
summarize with reasonable completeness the material encompassed in these two 
volumes, but an effort must be made. 
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The book’s full title, as listed above, indicates both too much and too little 
about the coverage of this history. It indicates too much because the expression 
*‘European”’ covers in fact only seven countries, namely Germany, France, 
Czarist and Soviet Russia, Italy, Belgium, Sweden and Denmark. It thus omits, 
for reasons partly explained in the preface, a majority of European nations. 
Among them are a number of great importance for the history of socialism. Great 
Britain was omitted because of the existence of a large body of literature on British 
socialism. Austria, whose contributions to socialist theory and the international 
socialist movement were of major proportions, was not covered because of the 
availability in English of CHARLES GuLicx’s history (Austria from Habsburg to 
Hitler ). Other countries were left out because of the author’s unfamiliarity with 
their languages or because of the need for making a choice among a range of 
alternatives. Since Professor LANDAUER has written a historical work rather than 
an encyclopedia—though a work of encyclopedic proportions—these omissions 
are reasonable though, in some cases, regrettable. 

The title indicates too little in that it is far more than a history of socialist ideas 
and movements. Ii contains, interwoven through the narrative and in separate 
sections, critical and explicative discussions of socialist economic and political 
theories—including extensive treatises on anarchism and syndicalism as well as 
fascism. More than that, the history of socialist (and bolshevist, fascist, nazi, etc.) 
parties becomes perforce the political and economic history of entire countries 
where these parties achieved sole political power or at least obtained a share in 
governmental responsibility, as in Weimar Germany, Soviet Russia, Sweden. 
The history of parties and ideas thus becomes, unavoidably, the history of countries 
and of a continent. 

This massive work consists of 12 major parts, subdivided into 47 chapters. The 
first four parts, spanning an entire century from the French Revolution onward, 
trace the origins of socialist ideologies, sects, movements, and parties in Germany 
and France. Separate chapters on MARx’s life and his enormous contribution to 
socialist economic, sociological and political theory are included. The rapid for- 
ward surge of European socialism from 1890 to the outbreak of World War I forms 
the subject of Part 5, separate chapters being devoted to the seven countries. 
Part 6 is concerned entirely with the fate of socialist parties and the international 
socialist movement during World War I, special emphasis being placed on the 
Russian revolution and its consequences. Continuing the established chronological 
order, Parts 7, 8 and g explore the tribulations of the European socialist parties in 
the postwar period, especially their quite diverse paths and fates in Germany, 
Italy and Soviet Russia. The impact of the economic depression on the declining 
fortunes of the German socialists and on French socialism constitutes Part 10, while 
Part 11 describes with full details the events leading to Hitler’s assumption of 
power and the rapid destruction of German social democracy. Finally, Part 12 
contains two chapters on the development of socialist thought in the 20th century 
and a brief concluding essay on the future of socialism—but from the vantage 
point of the 1950’s rather than 1933. 

It would be quite mistaken to expect that a study of European socialism co- 
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vering seven countries should make an effort at equal treatment. Such an attempt 
would perforce result in distorting the considerable objective differences in the 
relative importance of the various contributions made to socialist history and to 
socialist thought by the movements of the different countries. Any history would 
therefore find German social democracy a richer source of materials and in almost 
every sense a more important contributor to European socialism than, say, Bel- 
gium. But a problem of proportions does confront the writer of a continental 
history and needs to be solved in some way. Professor LANDAUER’s personal 
experience in the pre-1933 German socialist movement probably helps to explain 
the fact that approximately one-third of the entire study deals with German 
socialism. By contrast France receives less than one-fourth the amount of attention 
that is devoted to Germany. There are only 38 pages of text on Denmark and 
Sweden together and 44 on Belgium. On the other hand, much space is given over 
to very explicit descriptions and analyses of the bolshevist and fascist programs in 
Russia and Italy, respectively, for the postwar period to 1933. These quantitative 
relationships are also to a large extent reflected in the qualitative relationships 
among the individual parts of the work. Professor LANDAUER clearly has long been 
a profound student of German socialism and deals with it so extensively because, 
surely, he knows so much about it. In fact, were one to extract all the sections of 
this book dealing with Germany and put them together in sequence, one would 
obtain the best history of German socialism to 1933 which is available in the 
English language. But the same results would not be obtained if one did the same 
thing for the other six countries. 

As a student of trade union history I was somewhat disappointed to find the 
relatively slight treatment accorded to the socialist-led European trade union 
movements by comparison with the attention given to the political parties. To 
be sure, the parties were in almost all instances for many years the dominant 
partners in the relations between parties and unions. In this respect their position 
differed fundamentally from that of the British Labor Party in its relations with 
the Trades Union Congress. Nevertheless, the continental trade unions were 
not mere appendages of the parties, for their large material resources and sizeable 
aggregates of membership created the basis for an independent position of 
strength within the socialist movement with which the parties’ leaders had to 
reckon. 

In relation to the accomplishments of the study as a whole, these criticisms 
are decidedly minor. Professor LANDAUER’s study will be consulted for many years 
to come as the authoritative source on the history of continental European, and 
particularly German, socialism. Despite its almost prohibitive length, it succeeds 
amazingly well in holding the reader’s attention. This is the result not only of an 
important story well tolc but also of the author’s successful effort at objectivity 
and his conscientious devotion to the search for historical truth. His work deserves 
far wider circulation than its price is likely to permit. 


Cornell University Joun P. WINDMULLER 
Ithaca, New York 
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Harvey LEIBENSTEIN. Economic Theory and Organizational Analysis. 
New York 1960. Harper & Brothers. 349 pp. 


Das Gebiet des Organisationswesens zahlt seit einigen Jahren, vornehmlich seit 
den Arbeiten von Simon und Marscuak, zu den Forschungsschwerpunkten der 
amerikanischen Sozialwissenschaften. Hierbei handelt es sich jedoch fiir den Wirt- 
schaftswissenschaftler keineswegs um ein neues Feld; man denke nur an die Arbei- 
ten von TAyLor oder Fayot, die Erhebliches zur Entstehung und Entwicklung 
einer Organisationslehre beigetragen haben. Ihre Systeme und auch die spater 
folgenden konnten allerdings nie so recht Eingang in die Wirtschaftstheorie finder, 
in der daher bis vor kurzem Fragen der Organisation fast vollstandig iibergangen 
wurden. Der Grund liegt nicht zuletzt beiden Annahmen und Fragestellungen der 
alteren Organisationslehren. Diese haben die in der Unternehmung tatigen Men- 
schen gewohnlich als Individuen angesehen, die sich ganz oder zumindest sehr 
weitgehend in die von oben gesteuerte und einheitlich ausgerichtete Weisungs- 
apparatur einordnen, von denen also keine selbstandige Willens- und Entschei- 
dungswirkung auszugehen verma*. Hinzu kommt, dass ihre Verfasser mehr um die 
Postulierung kasuistischer Orgauisationsschemata und Verhaltensregeln als um 
die Aufstellung umfassender und widerspruchsfreier Aussagensysteme bemiiht 
waren. Zudem gingen viele wertvolle Ansatze in unfruchtbarer Begriffsklauberei 
und systemfremden Bestandteilen unter. Zum Teil trifft aber die Schuld auch die 
Wirtschaftstheorie; denn sie trug durch ihre Annahmen, etwa eines einheitlichen 
Entscheidungswillens oder vollkommener Voraussicht, dazu bei, dass ihr der Weg 
zu den interessanten Phanomen der Organisation versperrt blieb. 

Die neueren Untersuchungen auf dem Gebiet des Organisationswesens be- 
schaitigen sich nun speziell mit der Erfassung von Organisationsablaufen und dem 
Aufbau von Organisationsstrukturen, die dadurch charakterisiert sind, dass sie von 
Individuen mit eigenem Urteil, eigenen Zielsetzungen und der Méglichkeit eigener 
Willensausserungen getragen werden, von Individuen also, die, vom Standpunkt 
der Unternehmensleitung aus gesehen, fehlerhaft und widerspenstig zu handeln 
vermégen. Die Konsequenzen solcher Uberlegungen liegen auf der Hand: die 
Arbeitnehmer haben, je nach Organisationsform und ihrer Stellung darin, mehr 
oder weniger Spielraum zur individuellen Entfaltung, es kénnen Zielkonflikte 
innerhalb der Unternehmung entstehen, ebensogut aber auch Informations- und 
Kommunikationsschwierigkeiten mit entsprechenden Folgen fiir den Bereich der 
Ausfiihrung. Damit sind auch Ziele und Aufgaben der Organisationswissenschaft 
abgesteckt: Darstellung von Gestalt und Leben der Organisationsgebilde, Ermitt- 
lung der Entscheidungs-, Informations- und Kommunikationssysteme in Orga- 
nisationen und die Konstruktion von optimalen Organisationsstrukturen, oder 
doch zumindest von solchen, die eine irgendwie definierte Optimierung anstreben. 

Dass die Ergebnisse solcher Forschung zu entsprechenden Reflexionen im Be- 
reich der 6konomischen Theorie fiihren mussten, liegt auf der Hand. Warum je- 
doch einschlagige 6konomische Schriften noch recht sparlich sind, wird dadurch 
verstandlich, dass seit Erscheinen der grundlegenden Untersuchungen zur Organi- 
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sationstheorie erst wenig Zeit verstrichen ist. Um so erfreulicher ist es deshalb, dass 
jetzt Harvey LEIBENSTEIN in einer umfangreicheren Monographie die Beziehun- 
gen zwischen den beiden Wissenschaftsgebieten zu klaren und die Verbindung 
herzustellen sucht. 

Die Arbeit ist in drei grosse Hauptteile gegliedert: Einen Abriss der Mikro- 
ékonomie, eine Organisationsanalyse und einen Teil, in dem eine Synthese zwi- 
schen Mikroékonomie und Organisationstheorie versucht wird. 

Zum ersten Teil, der eine lehrbuchmassig geraffte Darstellung der wesent- 
lichen Gebiete der Mikroékonomie in der nunmehr schon als traditionell anzu- 
sprechenden Form gibt, ist wenig zu sagen. Vielleicht hatte man auf ihn sogar ver- 
zichten und die Kenntnis seines Inhalts beim Leser voraussetzen sollen. Zur 
Organisationstheorie fiihrt ein eingeschobener Teil iiber Spezialisierung, die dem 
Verfasser sehr wesentlich erscheint, da der Grad der Spezialisierung — bei aller 
Schwierigkeit, die seine Messung verursachen wiirde, — fiir die Fragen der Orga- 
nisation mitbestimmend sei. 

Das zentrale Grundelement beim Ansatz zur Entwicklung einer Organisations- 
theorie ist fiir LErBENSTEIN die Rolle (role). Er betrachtet Organisationen als Ge- 
bilde von miteinander in Beziehung stehenden Rollen, wobei Wirtschaftsunter- 
nehmen eine Unterklasse solcher Organisationen darstellen. Mit der Konzeption 
der Rolle schlagt der Verfasser einen anderen Weg ein als etwa HERBERT A. SIMON. 
Es sei wesentlich, zu erkennen, sagt er, dass die Entscheidungen nicht von Indi- 
viduen getroffen wiirden, deren Aufgaben in einer Organisation véllig undefiniert 
sind; Entscheidungen kamen vielmehr zustande im Zusammenhang mit dem 
Spielen der Rollen, die die Mitglieder der Organisation tibernommen hatten. 

Das Entstehen der Rolle fiihrt LEIBENSTEIN zuriick auf die Gruppenarbeit mit 
entsprechender Arbeitsteilung infolge komparativer Kostenvorteile. Die Arbeits- 
teilung erfordert dabei Koordination zwischen den einzelnen Aktivitéten und bei 
den einzelnen Mitarbeitern die notwendige Aufgeschlossenheit fiir die Hand- 
lungen der anderen Mitglieder. Eine Definition der Rolle wird erst nach Beschrei- 
bung der sogenannten Rolleninterpretation gegeben, die sich durch das tatsachliche 
Wahlen und Ausfiihren seitens der Spieler innerhalb der alternativen Méglich- 
keiten, die die «fields of action»! eréffnen, ergibt. Die Spieler kénnen im Zuge zu- 
nehmender Erfahrung ihre Rollen immer besser auspragen, indem sie 6fter vor- 
kommende Entscheidungen «routinisieren», wobei es einleuchtet, dass bei der 
Rolleninterpretation im Bereich des Management weniger «routinisiert» werden 
kann als in den unteren Stufen einer Unternehmung. Die Rolle selbst wird dann 
definiert als die Summe der méglichen Interpretationen, wobei jedoch noch ein 
Kriterium benétigt wird, das die nicht zur Rolle gehérenden Interpretationen 
auszuscheiden gestattet. Treten Divergenzen iiber die Zugehérigkeit von Inter. 
pretationen zu Rollen auf, so liegt die Klarung bei den die Gruppe beherrschenden 
Personen. Eine Rolle ist nur dann richtig aufgefasst («well-recognized»), wenn 
alie mit ihr irgendwie in Kontakt Stehenden sie gleich interpretieren. Leibenstein 


1. «Field of action» = Aktionsfeld; das Aktionsfeld steckt die Méglichkeiten und Grenzen fir Ent- 
scheidungen und Handlungen ab. Ein ahnliches Instrument hat der Rezensent zur Beschreibung von Fragen 
der Planung \:ater Ungewissheit entwickelt und «Operationsbereich» genannt. Vgl. W. Wittmann, Unter- 
nehmung und unvollkommene Information, Kéln und Opladen 1959, insbes. S. 164 ff. 
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stellt sodann verschiedene « Rollentypen» heraus, wobei das klassifizierende Merk- 
mal die zugrunde liegenden Aktionsfelder sind, bei mehreren Aktionsfeldern die 
jeweils dominierenden. So unterscheidet er zum Beispiel Leitungsrollen, Verbin- 
dungsrollen, ausfiihrende Rollen, iiberwachende Rollen, Rollen bestimmende 
Rollen usw. Zwischen den Rollen bestehen Beziehungen, die autoritativer, kom- 
munikativer, kooperativer, wettbewerblicher usw. Art sein k6nnen, wobei die Be- 
ziehungen gewohnlich nur einseitig gerichtet sind. Nur wenn in einer Organisation 
samtliche Rollentypen vertreten sind, ist sie eine unabhangige Organisation. Fehlt der 
Typ der Rollen bestimmenden Rolle, so liegt iiberhaupt keine Organisation vor. 

Organisationen funktionieren mittels ihrer Autoritdts- und Kommunikations- 
mechanismen. Autoritat ist dabei eine Beziehung zwischen den Entscheidungen 
einer Person und deren Wirkung auf die Aktivitat anderer, Kommunikation ist die 
Beziehung zwischen Mitteilungen. Die Autoritat wirkt durch das Medium der 
Kommunikation. Durch Autoritat und Kommunikation wird «...a mass of 
human beings... made into an organizational machine» (S. 162). 

Man gewinnt Spieler fiir Rollen, indem man ihre Ubernahme durch Gewah- 
rung von Privilegien («motivators») belohnt, also etwa Gehalt, Ansehen, Existenz- 
sicherung usw., wobei manche auf kurze (Entlohnung), manche erst auf lange 
Sicht (Aufstiegsméglichkeit) wirken. Hier ergibt sich die Aufgabe, das beste An- 
spornsystem (motivational scheme) zu suchen, wobei natiirlich am zweckmassig- 
sten jene « Motivatoren» sind, die den Rollentrager veranlassen, seine Interessen 
mit denen der Organisation zu identifizieren. Gréssere Unternehmungen seien 
hierbei kleineren iiberlegen, meint Leibenstein, weil sie die giinstigeren Ansporn- 
systeme bieten kénnten. 

Rollen kénnen sich im Gleichgewicht oder im Ungleichgewicht befinden. 
Griinde fiir ein Ungleichgewicht (Rollenkonflikt) sind: sich widersprechende Ziele, 
zu breit angelegte Rollen, gleiches Aktionsfeld fiir mehrere Rollen usw. Rollengleich- 
gewicht ist gegeben, wenn keine der zulassigen Interpretationen und Wahlméglich- 
keiten in der Rollenstruktur eine Veranderung hervorrufen kann. Doch brauchen 
solche Gleichgewichtsstrukturen nicht auch gleichzeitig optimale Strukturen zusein. 

Auf ékonomische Probleme iiberleitend, lehnt Leibenstein die These KALDors 
und anderer ab, die Geschaftsleitung sei ais fixer Faktor zu betrachten; es gebe a 
priori keinen Grund, warum notwendig das Gréssenwachstum einer Firma durch 
organisatorische Phanomene gestoppt werden miisse. Dann folgen Anhaltspunkte 
fiir den Ausbau leistungsfahiger Organisationsstrukturen, wobei er von den Prin- 
zipien der Marginalanalyse ausgeht. So sei es sinnvoll, mehr als eine Interpretation 
je Roile zuzulassen; zuviel wiederum schadeten jedoch. Gegen die Organisation 
gerichtetes Verhalten sei zu unterdriicken, ebenso wie dazu gebildete Koalitionen, 
was allerdings um so schwieriger wiirde, je mehr sich die Autoritat verteilt (grosses 
Direktorium). In einem etwas zu kurz geratenen Abschnitt wird anschliessend im 
Hinblick auf Veranderungen von Umweit, Wachstum und Verbesserungen eine 
flexible Rollenstruktur empfohlen. Je starker der Entscheidungsmechanismus 
«routinisiert» zu werden vermag, um so weniger Autoritatsverteilung sei nétig. 

Im letzten Hauptteil zieht der Verfasser seine Schlussfolgerungen fiir die Wirt- 
schaftstheorie, wobei er das Schwergewicht auf die Unternehmungstheorie legt. 
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Er beginnt mit einer Analyse des Unternehmungswachstums und versucht eine 
Erklarung dafiir zu geben, warum in der Realitat die Betriebsgréssen — wider die 
Behauptung der statischen Theorie — unterschiedlich sind. Er stellt dafiir die 
These auf, dass die Unternehmungen ihren Grundstock mit einer unteroptimalen 
Kapitalausstattung legten und sich erst im Zuge zunehmender Kenntnisse und 
Erfahrung starker ausdehnten. Begriindet sei dies dadurch, dass kleinere Firmen 
relativ geringere Informationskosten hatten, bei einem Fehlschlag geringere Li- 
quidationsverluste entstiinden, kleinere Kapitalsummen leichter zu erhalten seien 
als grosse und die Konkurrenz kleinere Betriebe eher unbehelligt liesse als gréssere. 
Diese Argumente sind sicherlich interessant, doch wird man auch feststellen 
miissen, dass Griinder von Unternehmungen bestrebt sein werden, ein durch die 
Technologie bestimmtes «minimales Optimum» nicht zu unterschreiten, da hier 
langfristig die Wahrscheinlichkeit fiir ein Uberleben am gréssten ist. Im iibrigen 
ergibt sich der erwartete Zusammenhang mit der Organisationstheorie aus den 
Ausfiihrungen dieses Kapitels nicht ohne weiteres. Besser erkennbar ist dieser bei 
der Untersuchung der Zielsetzungen im nachsten Kapitel. Organisationen hatten 
keine Ziele ausser den individuellen ihrer Mitglieder; sie brauchten auch keine, 
von dem ihrer Erhaltung abgesehen. Trotzdem seien Angaben iiber Ziele nicht 
unwichtig, da sie bei Wahlakten als Entscheidungsgrundlage dienen kénnten. Die 
rechtlich oder satzungsmassig zur Machtausiibung Befugten miissten nicht auch 
zugleich die tatsachlich Machtausiibenden sein oder diejenigen, die die Aufgaben 
der Organisation festsetzten. Innerhalb der Organisation kénnten so Zielkonflikte 
auftreten, und es mag sich unter Umstanden eine Entwicklung der Unterneh- 
mung ergeben, die den Wiinschen der Eigentiimer zuwiderlaufe. Welche Ziele 
tatsachlich verfolgt werden, werde von der faktisch gegebenen Rollen- und Macht- 
struktur bestimmt. 

Was den Zusammenhang zwischen Organisationskosten und Betriebsgrésse 
betrifft, so erklart der Verfasser den immer héheren Anteil der Organisations- 
kosten an den Gesamtkosten mit der zunehmenden Substitution von Arbeit durch 
Maschinen; Maschinen und Organisation sind dabei komplementare Produk- 
tionsfaktoren. Im Aufschwung nehmen die Organisationskosten iiberproportional 
zu, weil die Verwaltungsapparatur im Aufbaustadium mehr Personal bendtigt. 
Die Beobachtung, dass der relative Anteil der Organisationskosten bei den klei- 
neren Betrieben meist héher ist als bei den grésseren, erklart LEIBENSTEIN damit, 
dass die grésseren bewahrte Organisationsstrukturen multipel vermehren kénnen. 

Eine zentrale Rolle wird dieser multiplen Vermehrung dann in dem folgenden 
Kapitel, das sich mit Fragen des Betriebswachstums beschaftigt, fiir die Erklarung 
der Gréssenausdehnung von Unternehmungen zugewiesen. Es sei bei einer lang- 
fristigen Ausweitung der Produktion weniger riskant, bewahrte Verfahren zu 
duplizieren, zu verdreifachen usw., als neue Verfahren einzusetzen. Auf diese 
Weise erhalte die langfristige Kostenkurve die Gestalt eines Korkenziehers. Die Mini- 
ma liegen bei der Vervielfachung immer gleich tief, die Maxima verflachen zu- 
nehmend (Kurve mit starkem Abstieg und sodann allmahlich auslaufenden 
Schwingungen, die der schief L-férmigen Kurve, die empirische Untersuchungen 
zur Betriebsgréssenfrage erbracht haben, ahnlich ist). Hiermit versucht LEIBEN- 
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STEIN verschiedene Widerspriiche zwischen Realitat und Theorie zu erklaren, zum 
Beispiel die starke Gréssenstreuung in vielen Industrien, die Tatsache, dass die 
kleinen Firmen im Durchschnitt kleinere Profitraten als die grésseren haben, bei 
ihnen Konkurse haufiger sind usw. Diese Konstruktion LEIBENSTEmNs ist in mehr 
als einer Hinsicht angreifbar. Se wird ausdriicklich das wesentlichste Element der 
langfristigen Kostenkurve ausgeschlossen, namlich die Veranderung der Techno- 
logie, die die Abfolge der unterschiedlichen, immer effizienteren Produktionsfunk- 
tionen hervorruft. Die Korkenzieherkurve kennt nur eine Produktionsfunktion ; fiir 
den technischen Fortschritt lasst sie keinen Platz. Vor allem fiir den steilen Abstieg 
im ersten Teil der Kurve vermag sie keinen Hinweis zu geben, wenn sie nicht an- 
nimmt, dieser werde nur durch den absteigenden Ast der kurzfristigen Kosten- 
kurve gebildet, was aber nicht mehr der langfristigen Betrachtung entspricht. 
Kleinere Betriebe als die, fiir die das erste Minimum typisch ist, gibt es dann nicht, 
es sei denn, dass die Betriebsgrésse nicht durch die Kapazitat, sondern durch die 
jeweilige Ausnutzung gemessen werden soll, was aber weder iiblich noch sinnvoll 
ware. Ebenso vermag LEIBENSTEIN nicht zu erklaren, warum in der Wirklichkeit 
oft die allergréssten Betriebe nicht die effizientesten sind, sondern von kleineren 
iibertroffen werden. Bei ihm sind die kleineren manchmal effizient, soweit ihr 
Management optimal ist, doch werden sie immer iibertrumpft von den aller- 
gréssten mit optimalem Management. Im iibrigen sind auch bei diesem Kapitel 
die Beziehungen zur Organisationstheorie nur recht locker gekniipft. 

Gleiches gilt fiir das letzte Kapitel iiber oligopolistische Verhaltensweise, ob- 
gleich es den Versuch bringt, das organisatorische Begriffssystem auf Oligopol- 
situationen anzuwenden. Oligopole seien charakterisiert durch das Vorhanden- 
sein nichtparametrischer Elemente, wie sie in anderen Markten nicht existierten. Er- 
gebnisse der Entscheidungen kénnten hier wegen der (unbekannten) Entschei- 
dungen der Konkurrentea nicht vorausbestimmt werden. Obwohl das Oligopol 
im allgemeinen als ein unstabiler Zustand angesehen werde, seien sehr wohl 
stabile Oligopole vorstellbar. Diese traten auf, wenn eine «parametrische Proze- 
dur» erfolge, also eine nichtparametrische in eine parametrische Grésse verwan- 
delt werden kénne, wobei zwei Arten von Prozeduren zu unterscheiden seien, zum 
einen besondere Vereinbarungen, zum anderen stillschweigende Ubereinkom- 
men. So werde eine aus Managern bestehende Leitung einer Firma weniger zu 
einem scharfen Konkurrenzkampf geneigt sein als die aus Eigentiimern zusam- 
mengesetzte, da er fiir die Manager die Gefahr birgt, Ansehen und Position zu 
verlieren, wofiir die Chance des héheren — hauptsachlich doch dem Eigentiimer 
zufliessenden — Gewinns kein hinreichendes Aquivalent darstellt. 

Man wird nach der Durchsicht — vor allem des letzten Teils — des Buches von 
LEIBENSTEIN sicherlich nicht behaupten kénnen, dass die Verschmelzung von 
Organisationstheorie und Wirtschaftstheorie nunmehr vollzogen sei. Man wird 
ihm aber danken miissen fiir einen umfassenden organisationstheoretischen An- 
satz, originelle Ideen zur Unternehmungstheorie und eine wohltuend klare und 
saubere Darstellungsweise. 


Heidelberg WALDEMAR WITTMANN 
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A. D. NEALE. The Antitrust Law of the USA. A Study of Competition 
Enforced by Law (The National Institute of Economic and Social 
Research, Economic and Social Studies, Vol. x1x). Cambridge 1960, 
University Press. 516 pp. 45s. 


To see ourselves as others see us is the unique experience which Mr. NEALE’s 
book makes available to American students and practitioners interested in anti- 
trust problems. A British civil servant, his highly perceptive evaluation of 
American antitrust lays bare the law and the cases with masterful organization 
oi detail yet penetrating sensitivity to basic issues. His study constitutes an in- 
valuably convenient vademecum for antitrust lawyers, judges, and administrators. 

Part I, The Content and Administration of Antitrust, constitutes nearly four- 
fifths of Mr. NEALE’s volume. In it, three chapters are devoted to agreements 
among competitors, notably those achieving price-fixing, con icious parallelism 
of action, excluding competitors, and sharing markets. Another trio of chapters 
set forth the law and the cases on monopolization, including those involving 
criteria for offences under Section 2 of the Sherman Act, those involving mono- 
polistic practices, and oligopoly situations. Two long chapters deal with the 
Clayton Act, paying special attention to exclusive dealing, tying contracts, 
acquisitions and price discrimination. Separate chapters treat the problems of 
patents and antitrust, of international cartels, of resale-price maintenance, of 
administering the antitrust laws and applying appropriate legal remedies. 

Mr. NEALE’s discussion of antitrust law and cases throughout Part I is in- 
cisive, neatly tied together, clear, concise, wise, with a pervading touch of felicitous 
understatement and humor that makes his style free of legalistic logomachy and 
pedantic erudition, above all, interesting, even to those not trained in the law. 

Under Mr. NEALE’s deft guidance one is surprised at the consistency and legal 
sense the antitrust laws really make (with the possible exception of the Robinson- 
Patman Act). They are not as contradictory and vague as American business 
defendants, their spokesmen and lawyers frequently allege. 

Mr. NEALE is a master at giving full play to the conflicting arguments and 
interpretations of antitrust cases. With remorseless logic he then cuts away the 
unessential, leaving crystal clear the basic truth. So it is, for example, when he 
shows that there is no substantive inconsistency between fer se ru. »s and the Rule 
of Reason in modern guise (p.22), the latter applying to “‘ancillary”’ restraint 
of trade while the former, e. g., price-fixing is per se illegal by general presumption. 

**As with most political and administrative problems”’ [he notes], ‘“‘a good 
case can be made out for both sides: there is no simple clash of powers of light 
against powers of darkness”’ (p. 31). He frequently finds reconciliation of apparent 
divergence by considering the philosophical background and deep public feeling 
which gave rise to the Sherman Act, particularly so in the basic reasons why 
the American public continues to support antitrust activity. 

These, in his judgment, are fourfold: (1) political radicalism, notably of the 
agrarian variety, (2) concern for small business, (3) public affection for antitrust 
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as a charter of human freedom, a kind of economic engineering project, a consti- 
tution for governing the US economy, and (4) deep and abiding distrust of con- 
centrated economic power with decided preferences for legal processes and judicial 
remedies as opposed to administrative regulations. As Mr. NEALE puts it (p. 469) 
‘antitrust policy stems from two basic propositions: first, that private, unac- 
countable persons should not wield significant amounts of economic power, 
secondly, that should they seek to do so, they should be checked by a rule of 
law’’, i.e., by fair and “‘compliable’’ legal regulations rather than by a ‘“‘rule 
of men”’. 

It is in this respect that Mr. NEALE in his concluding chapter ‘“‘Antitrust for 
Export’”’, finds the main difference between the United States and Britain: ‘‘the 
absence in the United States of anything corresponding to the amorphous but 
recognizable assemblage of public bodies and personages that we know in Britain 
as ‘the Establishment’ ” (p.475). Americans, in the frontier tradition, distrust 
authority per se, i.e., the mere possession of power. In Britain the emphasis is 
much more on the use of power. In the United States administrative decisions 
(the ‘‘government of men’”’) tends to be unpopular as such. In Britain there is 
a basic trust in ‘‘the Establishment’’, i.e., a government of men subject to law 
but not a “government of laws’’. The crucial question is not potential economic 
power, private or public, but the way such power is actually exercised—essentially 
an economic matter. 

If Mr. NEALE’s book had ended at this point (p.476), even the most severe 
of critics barring miracles of cavil and casuistry, would have found it difficult 
to point out any substantial flaws either in style, analysis, content, or coverage. 
Unfortunately in the last 27 pages, Mr. NEALE tries to deal much too briefly 
with slippery, intricate, and controversial technical economic concepts, and 
makes several economic generalizations for which there is wholly inadequate, if 
any, supporting economic evidence}. 

Fully to substantiate these comments would require a lengthy journal article 
whereas to use but a paragraph in this review would similarly err in trying to 
do too much in too brief compass. So I shall merely add in closing that I agree 

1. Perhaps a few illustrations of my difficulties with Mr. NeEALe’s economic discussion may be war- 
ranted. His mathematical model of “ perfect’? competition ignores its use by classical economists, Professors 
Sticier, and Bou.prne, as a heuristic concept which like a road map enables the business economist to 
find his way even though he follow a mathematically-impossible no-width straight line (it has width all 
out of proportion to reality) showing very little of the actual (business) scenery and stripped of all kinks 
and curves save major junctions with other roads. STiGLER, NuTTeER, and others have found roughly two- 
thirds of the American economy to be competitive. 

Re p. 476, fn. 2. Research and development are expensed directly like wages to current operations, 

Re p. 490, |. 15 ff. To insist on “direct experience of the actual working of industry”’ as an especially 
requisite qualification for economists is almost like insisting that only those with practical self-experience 
of illness have the requisite qualifications for medical doctors. 

Ibid., 1. 25. Mobility in shifting resources in order to maximize monopoly or oligopoly return may 
drastically differ from that which “is the central economic problem that societies have to face”’. There is 
no evidence that “oligopoly is better for mobility than competition between larger numbers of firms’’. 

Re p. 491, 1. 8. “The evidence of Professor Jewkes (inventions originate in small firms), Professor 
STRASSMANN (big strong firms are cautious about ‘ progressive investment’), and the Joint Economic Com- 


mittee surveys of innovations and productivity in agriculture, medicine, and small business show the “‘ big 
research argument” for big business in order to get new or improved product largely without statistical 


backing. 
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emphatically? with Mr. NEALE’s final sentence: ‘‘A close study of the antitrust 
cases suggests the conclusion that the realm of economic assessment will be in- 
vaded by the courts at their peril, and that effective law will be based, if at all, 
on a reduction of issues to facts concerned with collusion and restrictive intent”’ 


(p. 503). 


Graduate School of Business, Stanford University, THEODORE J. KREps 
Stanford, California 


Don Patinxin. The Israel Economy — The First Decade. Jerusalem, 
December 1960. The Falk Project for Economic Research in Israel. 


155 PP- 
A. L. Gaatuon. Capital Stock, Employment and Output in Israel, 1950- 


1959. Jerusalem 1961. Bank of Israel Research Department, Special 
Studies No. 1. 129 pp. 


Die Entwicklung der israelischen Wirtschaftswissenschaft ist derjenigen der 
israelischen Wirtschaft weit vorausgeeilt. Fiir den hohen Stand der national- 
ékonomischen Forschung in diesem jungen Lande legen die beiden hier anzu- 
zeigenden Biicher Zeugnis ab. 

Aufbauend auf den im Rahmen des Falk-Projekts durchgefiihrten Unter- 
suchungen analysiert Don Patinkin, heute Professor an der Universitat Jerusalem, 
die Erfolge und Misserfolge beim Aufbau der israelischen Volkswirtschaft wah- 
rend des ersten Jahrzehnts des Staates Israel. Die Studie gliedert sich in fiinf 
Kapitel. Gleich in den ersten Satzen des ersten Kapitels wird die fiir eine Beurtei- 
lung der Wirtschaftsentwicklung Israels entscheidende Frage gestellt: Welch ein 
Erfolg ist den Bemiihungen beschieden gewesen, die 830000 Einwanderer der 
Jahre 1948-1958 in den Wirtschaftsprozess einzugliedern? Patinkins Analyse der 
Einwanderung, Bevélkerung, Erwerbstatigkeit und Arbeitslosigkeit fiihrt zu dem 
Schluss, dass ungeachtet aller Erfolge bei der Beschaftigung einer grossen Zahl 


2. I may agree for the “‘wrong reasons”. I want judges to forego “‘economic assessment” at least 
until there is evidence that the antitrust laws have a measurable economic impact on employment, economic 
growth, and price levels. Dr. Simon WuitNEyY’s careful survey for the Twentieth Century Fund and mine 
for the Joint Economic Committee found no such demonstrable impact. Judges can get the facts from 
litigants, who like lawyers and other laymen frequently know more that is antiquated mercantilism and 
fallacious in macro-economics and know it more certainly than do the specialists. Not merely “their peril’’, 
i.e., that of the courts is in solved, but that of the rest of us. 

Furthermore, “effective law”’ is “effective” for whom, for what? For firms to make profits? That may 
or may not maximize economic efficiency. Antitrust law does very well if it does no more than prove 
“effective” in hindering the growth of left- or right-wing totalitarianism. 

Finally, antitrust is but a minor factor in “Preserving Free Competitive Enterprise”’ (the title of a 
chapter of mine in Twentieth Century Economic Thought). With completely free trade, foreign and domestic, 
who needs antitrust laws? Removal of tariffs, subsidies, and restrictive trade barriers, aids to small business, 
flexible monetary fiscal, and governmental budget policies, shrewder management of consumer expendi- 
tures, and above all continuous investment in human capital—such are among the really important forces making 
for business efficiency, economic growth, and national strength. 
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der Einwanderer weiterhin das Problem einer strukturellen Arbeitslosigkeit be- 
steht. Der Autor geht der Frage, ob und wie noch weitergehende Eingliederung 
der Einwanderer in den Erwerbsprozess méglich gewesen ware, nicht weiter nach, 
weist aber in diesem Zusammenhang doch kritisch auf die Reallohnsteigerungen 
hin, die sich fast ununterbrochen vollzogen haben. 

Im zweiten Kapitel wird untersucht, wie stark sich dieser erhéhte Input an 
Arbeit (und auch an Kapital) in einer Steigerung des Output niedergeschlagen 
hat. Hierzu wird dem Leser ein ausfithrliches Zahlenmaterial itiber Struktur und 
Wachstum von Sozialprodukt und Volkseinkommen vorgefiihrt, das ebenso ge- 
dankenreich wie vorsichtig kommentiert und analysiert wird. Die Aufbereitung 
des israelischen Zahlenwerks nach der von der un entwickelten Systerm:atik der 
volkswirtschaftlichen Gesamtrechnung erlaubt eine vergleichende Gegeniiber- 
stellung wichtiger gesamtwirtschaftlicher Daten Israels und anderer Lander. 
Patinkins Berechnungen ergeben unter anderem, dass Israels Nettosozialprodukt 
wahrend dieser Dekade um durchschnittlich 10% p.a. gewachsen ist und dass 
wenigstens ein Drittel dieses Wachstums auf eine echte Erhéhung der gesamt- 
wirtschaftlichen Produktivitat zuriickzufiihren ist. 

Wesentlich bestimmt wurde die israelische Wirtschaftsentwicklung wahrend des 
Beobachtungszeitraums durch ein intensives Investitionsprogramm, das mit Hilfe 
des Entwicklungsbudgets der Regierung durchgefiihrt wurde. Der Darstellung 
dieses Investitionsprogramms und der Analyse der Rolle des Importiiberschusses 
und der Bildung von Sparkapital bei der Finanzierung dieses Investitionspro- 
gramms ist das dritte Kapitel gewidmet. Hierbei stellt sich heraus, dass zwar die 
hohen Importiiberschiisse Israels fiir die Investitionstatigkeit wesentlich gewesen 
sind, dass sie aber bei einem geringeren Konsumwachstum — und einer starkeren 
Ersparnisbildung — in diesem Masse hatten vermieden werden kénnen, ohne dass 
dadurch das wirtschaftliche Wachstum und die Absorption der Einwanderer ge- 
fahrdet worden ware. In diesem und dem folgenden Kapitel, das der Unter- 
suchung der in Israel aufgetretenen inflationaren Erscheinungen dient, iibt der 
Autor eine iiberzeugend begriindete, harte Kritik an der Wirtschaftspolitik der 
Regierung, die in der Bekampfung der von der iiberschiissigen Nachfrage ausge- 
lésten Inflationstendenzen den Weg des geringsten Widerstands gegangen sei: 
namlich Absorption der iiberschiissigen Nachfrage mit dem Giiterangebot eines 
durch Auslandskredite erméglichten Importiiberschusses. 

Auf der Grundlage dieser Untersuchungen kommt der Autor im letzten Kapitel 
zu Schlussfolgerungen, die weit iiber Israel hinaus fiir zahlreiche Lander bedeut- 
sam sind, die sich heute unter Inanspruchnahme auslandischer Unterstiitzung 
um die Entwicklung ihrer Volkswirtschaften bemiihen. Fiir Israel warnt Patinkin 
vor einer Ubersteigerung des Investitionsprogramms und vor einem zu raschen 
Wachstum des Pro-Kopf-Verbrauchs; um der wachsenden Verschuldung der 
Volkswirtschaft und der inflationaren Entwicklung zu begegnen, regt er ein Ab- 
bremsen der Investitionstatigkeit und eine verstarkte Bildung inlandischen Spar- 
kapitals an. Schliesslich halt er eine Uberpriifung des Wechselkurses des israeli- 
schen Pfundes in Richtung auf den langfristigen Gleichgewichtskurs fiir erforder- 
lich. 
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Fir jeden an der Wirtschaft Israels interessierten Okonomen wird Patinkins 
Buch auf Jahre hinaus zum unentbehrlichen Riistzeug eigener Studien geh6ren; 
fiir den an der 6konomischen Wissenschaft Interessierten ist es ein Musterbeispiel 
angewandter Wirtschaftsforschung. 

Wahrend Patinkin mit seinem Werk einen allgemeinen Abriss der Entwick- 
lung der Wirtschaft Israels wahrend des vergangenen Jahrzehnts gibt, untersucht 
Dr. Gaathon in seiner Studie iiber « Capital Stock, Employment, and Output in 
Israel» die Produktivitatsentwicklung wahrend des gleichen Zeitraums. Gaathon 
greift damit eine Aufgabe auf, der selbst in Landern mit wohlausgebauten Stati- 
stiken erhebliche Schwierigkeiten entgegenstehen. In Israel waren die fiir eine 
derartige Untersuchung erforderlichen statistischen Unterlagen bisher noch nicht 
vorhanden; Gaathon musste sich infolgedessen der Miihe unterziehen, zunachst 
einmal den Kapitalbestand der israelischen Volkswirtschaft und seine Entwick- 
lung wahrend des vergangenen Jahrzehnts zu ermitteln. 

Die Untersuchungen iiber den Kapitalbestand bilden den ersten Teil der 
Studie. Im Januar 1960 hatte die Bank of Israel eine erste Schatzung des Kapital- 
bestandes fiir die Jahre 1958 und 1959 ver6ffentlicht. 

In einer Serie sorgfaltig ausgearbeiteter und in einem Anhang ibersichtlich er- 
lauterter Schatzungen hat der Autor diese Zahlen durch Daten fiir die Jahre 
1950-1957 und fiir 1960 erganzt, so dass nunmehr eine fiir zahlreiche Unter- 
suchungen wichtige Zeitreihe fiir elf Jahre vorliegt. Im Hinblick auf den Zweck 
seiner Schatzungen, namlich die Untersuchung der Produktivitatsentwicklung, 
legt der Autor das Hauptgewicht seiner Berechnungen auf den Bruttokapital- 
bestand (Bruttoanlagevermégen), in richtiger Erkenntnis der Tatsache, dass in 
diesem Zusammenhang weniger der bilanzmassige Zeitwert der Anlagen — der 
dem Nettoindex zugrundeliegt — als vielmehr die praktische Produktionsfahigkeit 
der Anlagen interessiert. Gaathons Berechnungen zeigen, dass der israelische 
Bruttokapitalbestand in realer Rechnung zwischen 1950 und 1960 um das drei- 
einhalbfache gestiegen ist; ein derartiges Wachstum diirfte in neuerer Zeit einzig- 
artig sein. 

Die Frage, wie sich diese Expansion auf Israels gesamtwirtschaftliche Produk- 
tivitat und die Produktivitat in einzelnen Wirtschaftssektoren ausgewirkt hat, wird 
im Hauptteil der Studie untersucht. Internationaler Ubung folgend bezieht 
Gaathon den Output auf den Input an Arbeit und Kapital; den méglichen aber 
nicht quantifizierbaren Einfluss anderer Faktoren erwahnt er in einer Reihe be- 
merkenswert klar geschriebener Absatze. Grundlage der Berechnungen bilden 
die Zahlen iiber Bruttoarlagevermégen, Beschaftigung und Nettoproduktion. 
Durch die Division der durchschnittlichen jahrlichen Veranderung des realen 
Nettoinlandprodukts durch die durchschnittliche jahrliche Veranderung des ge- 
samten Inputs einerseits, des getreanten Inputs an Arbeit und Kapital anderer- 
seits, gelangt Gaathon zu einem Mass der Produktivitatsentwicklung. Der 
Erkenntniswert dieser Berechnungen ist durch die Einteilung des Untersuchungs- 
zeitraums in drei Vergleichsperioden (1950-1952, 1952-1955 und 1955-1959) 
wesentlich erhéht; hier werden Strukturentwicklungen der israelischen Volks- 
wirtschaft sichtbar, die bei einer Betrachtung lediglich des gesamten Zeitraums 
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unentdeckt bleiben wiirden. Gaathons Kommentare zu diesen Berechnungen 
sind durchwegs knapp und «to the point»; nur das zur Analyse der Zahlen Not- 
wendige wird ausreichend gesagt, der Leser bleibt von iiberfliissigem verbalem 
Beiwerk verschont. 

Im letzten Abschnitt des Textteils zieht Gaathon einen Vergleich zwischen 
der israelischen Produktivitatsentwicklung und derjenigen einiger anderer Volks- 
wirtschaften. Hier war die Auswahl des Vergleichsmaterials und die Art des Vor- 
gehens sichtlich von der Verfiigbarkeit der Statistiken bestimmt, und so sind die 
Untersuchungen dieses Teils denn auch spekulativeren Charakters und im all- 
gemeinen weniger schliissig als die iibrigen Analysen. Die Zahlenvergleiche leiden 
besonders darunter, dass Gaathon fiir einige Lander nur veraltete Angaben zur 
Verfiigung standen ; man méchte hoffen, dass es dem Autor, der sich dieses Mangels 
vollig bewusst ist, bei einer Neuauflage gelange, diese Angaben zu erganzen. Den- 
noch méchte der Rezensent auch diesen Teil des Buches nicht missen; er gibt zwar 
keine Antworten, wirft aber am konkreten Beispiel eine Reihe interessanter Fra- 
gen der international vergleichenden Statistik auf. Die statistischen Anhange, mit 
denen das Buch abschliesst, enthalten, iibersichtlich dargeboten, die wesentlichen 
Berechnungsunterlagen des Textteils und einige weitergehende Statistiken. 

Gaathons Studie ist theoretisch so sauber konzipiert, dass sie kaum Anlass zu 
wesentlicher Kritik bietet. Bedenklich erscheint allenfalls die Annahme iiber die 
Jahre und in allen Wirtschaftssektoren gleicher Anteile von Arbeit und Kapital 
am gesamten Input (67:33); dariiber hinaus lassen die Untersuchungen auch 
mégliche Verschiebungen im Verhiltnis kapital- und arbeitsintensiver Industrie- 
zweige, die sich auf den fiir die Gesamtindustrie festzustellenden Produktivitats- 
fortschritt auswirken miissen, unberiicksichtigt. Mit derartigen Forderungen 
stésst man indes an Grenzen, die nicht vom Autor selbst, sondern vom verfiig- 
baren statistischen Material her gezogen sind. In summa handelt es sich auch bei 
dieser Studie um eine in Form und Inhalt hervorragende Arbeit. Der Bank of 
Israel ist zu wiinschen, dass sie den von Gaathon gesetzten Qualitatsstandard bei 
den weiteren Veréffentlichungen in dieser neubegonnenen Studienreihe zu halten 
vermag. 


Basel (Schweiz) Peter G. RoGcE 


Heinz Piatt. Jnput-Output-Analyse (Schriften zur wirtschaftswissen- 
schaftlichen Forschung, Band 6). Meisenheim am Glan, 1957. A. 
Hain. 121 S. 


Die Input-Output-Analyse wurde in den beiden letzten Jahrzehnten in den 
usA entwickelt. Ausgehend von den bekannten Walrasschen Gleichgewichts- 
modellen entwickelte W. LEont1EF eine Kreislaufanalyse, die sich betont auf den 
Produktionsbereich der Volkswirtschaft richtet. Das Ziel des Verfahrens liegt in 
der quantitativen Erforschung des Interdependenzzusammenhangs, der zwischen 
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den Produktionsmengen bzw. den Umsatzen der verschiedenen Wirtschafts- 
sektoren einer Volkswirtschaft besteht. Als Instrumentarium benutzt LEONTIEF 
einerseits geeignete, allgemein formulierte Kreislaufsysteme, andererseits Kreis- 
lauftabellen, die den statistisch erfassten Giiter- und Dienstleistungsfluss zwischen 
den einzelnen Wirtschaftsgruppen aufzeigen und so das Ausgangsmaterial fiir 
diagnostische Untersuchungen und wirtschaftstherapeutische Planungen bieten. 

Die vorliegende Arbeit schliesst eine Liicke in der deutschsprachigen Fach- 
literatur, indem sie eine Gesamtdarstellung des Verfahrens gibt, sich iiberdies 
aber auch kritisch mit den Grundlagen und Methoden der Analyse auseinander- 
setzt, um auf dieser Basis Anwendungsmoglichkeiten und Aussagegrenzen zu 
priifen. 

Nach einer geschichtlichen Einleitung werden im ersten Kapitel die wich- 
tigsten Grundtypen und Varianten des statischen Leontiefschen Input-Out- 
put-Systems in einheitlicher Notation wiedergegeben. Die Methode der Input- 
Output-Analyse kann im statischen wie im dynamischen Fall entweder auf eine 
stationare oder auf eine evolutorische Wirtschaft angewandt werden. LEONTIEF 
unterscheidet grundsatzlich die beiden Typen des « geschlossenen » und «offenen» 
Systems, wobei im einen Fall die Kreislaufstréme des gesamten Bereiches der 
Volkswirtschaft als voneinander interdependent betrachtet werden, im anderen 
nur jene eines bestimmten Teilbereiches. Die wesentlichen unterscheidenden 
Charakteristika der einzelnen Varianten werden herausgearbeitet und systema- 
tisch in gedranger Form skizziert. 

Das zweite Kapitel ist der Untersuchung der theoretischen Probleme der 
Input-Output-Systeme gewidmet und beschaftigt sich mit der kritischen Priifung 
der den Gleichungen zugrunde liegenden Voraussetzungen und ihrer 6konomi- 
schen Bedeutung. 

Im dritten Kapitel schliesslich werden — ausgehend von den aus der sta- 
tistisch erfassten Input-Output-Tabelle gewonnenen Daten einige Anwendungen 
der Input-Output-Analyse hinsichtlich Grundlagen, Méglichkeiten und Gren- 
zen diskutiert. (Den bisherigen Anwendungen liegt fast ausschliesslich das offene 
System in seiner statisch-evolutorischen Form zugrunde.) 

Der Verfasser versucht bewusst, mit méglichst wenig Mathematik auszukom- 
men. So wird weniger Wert auf die eigentlichen mathematischen Probleme gelegt 
als vielmehr auf die verbale Interpretation und Diskussion der volkswirtschaft- 
lichen Probleme, die sich hinter den Gleichungen verbergen. Hervorzuheben ist 
die klare Abgrenzung der Begriffe und die Einheitlichkeit der Darstellung. Die 
Pramissen beim Aufbau des theoretischen Modells und bei der praktischen An- 
wendung sind klar herausgelést, und es wird kritisch untersucht, inwieweit sie die 
erzielten und zu erzielenden Ergebnisse beeintrachtigen. Wenn auch zum Beispiel 
die dynamischen Systeme nur kurz skizziert sind, so finden sich doch genug Hin- 
weise auf die in Gang befindliche Weiterentwicklung. 


St. Gallen (Schweiz ) GERHARD HELMA 
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D. J. Ropertson. Factory Wage Structures and National Agreements (Uni- 
versity of Glasgow Social and Economic Studies V). Cambridge, 
1960. Cambridge University Press. 260 pp. 40s. 


This book consists of two rather different parts. The first is three detailed case 
studies of wages and earnings at the establishment level, two in engineering fac- 
tories and one in a shipyard. The second extends the results of the case studies 
and combines them with other evidence to produce more general theoretical and 
practical conclusions about wages and earnings in postwar Britain. Both parts 
are unusually well done. The case studies show evident care and provide a wealth 
of material in a brief compass. The more general sections are well reasoned and 
on the whole quite convincing. 

Mr. RosBertson’s chief finding is that the general shortage of factory labor has 
led to the development of a substantial gap between wages, negotiated on a na- 
tional level, and earnings, determined at the workplace. This gap is made up 
in large part of the earnings from payment-by-results schemes (incentive earnings) 
and earnings from regularly scheduled overtime. In many instances the basic 
wage rate for standard hours makes up only about half the packet. Moreover, the 
size of the earnings gap has been growing in the engineering industry since the 
late 1930’s. The book thus adds a considerable weight to the mounting evidence 
that restraint in wage agreements will not serve to keep down labor costs or 
workers’ purchasing power in the face of demand inflation. 

The author’s position is that national negotiated agreements are determined 
largely by institutional forces, while the amount of earnings is determined by 
economic forces, largely the need of factories to recruit labor. Employers are 
committed to their national employers’ associations to pay only the standard 
basic rates, and thus the burden of recruitment is put on loose incentive systems 
and guarantees of regular overtime at premium rates, whether or not it is needed 
to meet production schedules. In the author’s opinion, it would be preferable to 
use increases in basic rates for this purpose, and this would require much greater 
decentralization of wage negotiations. It is argued that this would have the advan- 
tage from the point of view of the trade unions of revitalizing the branches. It is 
somewhat more difficult to follow Mr. RoBertson’s argument that local wage 
determination will contribute to wage stability, much as it may contribute to a 
more logical structure of earnings. In the United States, collective bargaining in 
a number of important industries, notably construction, takes place entirely at 
the local level, and such industries have if anything shown larger wage increases 
than tose that bargain nationally. 

To an American reviewer the book contains a number of surprises. One is the 
preference for Sunday over Saturday as a day for extra work. The length of the 
workweek in British factories also comes as a shock. In one frequency distribution 
of weekly hours worked by fitters (p.43) the mode is at 60 hours, and approxi- 
mately 3 per cent worked 70 hours. Such data lend eloquent support to the con- 
tention that overtime has reached excessive proportions. The author is also 
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skeptical of the value of payment-by-results in many of the applications he has 
observed. He blames industrial consultants for urging its use in many places where 
it is inappropriate. 

One of the arguments advanced against the heavy use of overtime and bonuses 
is that they add to the irregularity of earnings and thus bias expenditures away 
from regular commitments such as rent and toward irregular expenditures such 
as the purchase of consumer durables, This discussion (Appendix 1) could have 
been improved by distinguishing between expenditures and consumption. If the 
purchase of a consumer durable is viewed as being largely an investment in the 
first instance, it can be interpreted as a highly rational way of transforming irre- 
gular icome into a regular consumption stream. 

Although Mr. Rosertson is opposed to the present scheme of national wage 
negotiations, he is convinced of the need for unions at the local level to prevent 
wage exploitation. In this connection he relies on the traditional arguments about 
the disadvantage of workers in individual bargaining. One may be led to wonder 
whether these are still relevant in an economy that seems committed to maintain 
excess demand for labor. 

It is hard to single out any one part of the book for special commendation, 
since such high standards are maintained throughout. If I were to do so, however, 
I shouid settle on the discussion of rewards for skill (Chapter 10), which is the 
best I have seen. Much of the literature in labor economics is strong either on the 
empirical or on the theoretical side, but few other works in the field move with 
such ease through the whole gamut from industrial engineering to classical politi- 
cal economy. 


University of Chicago ALBERT REES 


AMARTYA Kumar SEN. Choice of Techniques: An Aspect of the Theory of 
Planned Economic Development. Oxford 1960, Basil Blackwell. 122 pp. 18s. 


Dr. Sen’s work has the merit of being derived from contemplating planning 
policies in India and of trying to gear its theorising to notions that are operational 
in the context of planning. India earlier than elsewhere (outside the socialist 
countries) was the scene of the great debate about alternative roads and patterns 
of development: whether development should take the traditional road of de- 
veloping light consumer goods industries and labour-intensive techniques, or 
follow the USSR in giving priority to heavy industry and to “‘advanced”’, relatively 
capital-intensive techniques. In Indiz. there was a strong traditional bias towards 
favouring ‘‘cottage’’ industry in preference to factories and laying emphasis in 
investment on agriculture rather than on industry. Humanitarian considerations 
lent weight to such a policy, since it was regarded as employment-creating; 
moreover it took employment to the areas of surplus labour and poverty (i.e. to 
the countryside). For many years economic theory was widely presumed to lend 
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support to this cautious type of development with its corollary that labour- 
intensive techniques were preferable where capital was'scarce and labour plentiful. 
This (it was later to appear) was because economic theory was conceived of in 
terms of an exclusively demand-theory of wages; and in its obsession with “‘op- 
portunity cost’? had ceased to think of wages as constituting as much a social 
cost of productive efficiency as the maintenance or replacement of plant and 
equipment. 

After an initial chapter defining the problem (in the course of which some 
interesting things are said about the meaning of surplus labour and of “‘ marginal 
productivity of labour being zero”’ in overpopulated countries) Dr.SEN makes 
elegant use of “‘a simple model”’ to illustrate the different possible criteria 
governing choice of technique; in particular the contrast between the so-called 
‘“*rate of turnover”’ criterion of Professors PoLAk, BUCHANAN and A. E. KAHN 
(maximising investment-productivity in the immediate future) and the so-called 
surplus or “‘reinvestment”’ criterion, designed to maximise growth. The author 
shows that at any positive wage-rate the latter criterion will yield a higher degree 
of capital intensity and a lower output in the immediate future than will the 
former. The crux of the matter is that to assume the “‘social opportunity cost”’ 
of labour to be zero is absurd. Wages do not in fact fall to zero whenever there is 
unemployment and the additional consumption necessary to additional employ- 
ment is a social cost to be reckoned with in any planning of the economy as a whole. 

Although he leans towards the surplus criterion (since one must be concerned 
with the rate of growth unless ‘“‘one happens to be interested in the consumption 
of the first period only’’), Dr. SEN is unwilling *: ~<ly on this unconditionally, 
since he’ thinks ‘‘it is debatable whether in pla» tis.z calculations we can make 
the assumption of indifference between a unit ui output at the present moment 
and a unit at any point in the future”’. As he is sceptical of traditional notions of 
time-discount (at least, of giving them any precise content), he introduces the 
notion ofa time-horizon for p!anning, beyond which it is not considered reasonable 
to look (whether because of uncertainty or defect of human vision, or a mixture 
of both). The postulation of any such horizon must admittedly be arbitrary; but 
it has the advantage of being framed in simple operational terms. In the choice 
between any two techniques there will be a “period of recovery”’, defined as 
**the period of time over which the ievels of aggregate consumption are the same”’ 
under the two methods, and “‘in choosing between two techniques we compare 
this period of recovery with the period we are ready to take into account”’, the 
chosen time-horizon placing a ceiling upon the degree of capital intensity that 
one will allow. 

In Chapter III Dr. SEN complicates the model to the extent of introducing 
the problem of choice of technique in the production of capital goods as well as 
of consumer goods; also “‘the sectoral problem arising from the multiplicity of 
commodities”. Here he rejects the “‘ partial equilibrium approach”’ (even though 
this “‘ may bring us fairly close to the desired result”’ and “be of great operational 
value’’). For precision we need to take account of the fact that ‘one cannot choose 
a technique for one commodity irrespective of that for others’’. The solution is 
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derived, again very neatly, by a set of simultaneous equations and a maximising 
condition. In subsequent chapters “S»me Doses of Realism”’ are introduced in 
the shape of land (with diminishing r--:urns), depreciation, different gestation- 
periods and international trade. It is shown that if capital goods have to be im- 
ported, the case for choosing a relatively high capital-intensity of technique is 
weakened the smaller is the elasticity of demand for exports (and/or of the supply 
of imports), and conversely. A final chapter returns once more to the difficult 
question of “choice involving time”’: a question which is handled with a judicious 
mixture of scepticism and commonsense. Two of the four appendices that conclude 
the volume apply the main analysis of the book to choice of technique in Indian 
cotton weaving and spinning, using actual data regarding costs and productivity. 
In comparing the factory non-automatic power loom with the hand loom, the 
‘period of recovery” for the former is found to be no more than six years. In 
spinning it is shown that the capital-output ratio for the cottage hand-spinning 
wheel (the vaunted Ambar Charka) is considerably higher than is commonly 
supposed if working capital is included, and that at any wage above two pence 
per day the use of this metnod of production would actually yield a negative surplus. 
A third appendix deals with the special case of agricultural techniques, and the 
fourth is a critical note on Academician Strumilin’s proposal to use the rate of 
rise of labour productivity as a basis for time-discount. 

Dr. SEN’s exposition is marked by unusual lucidity and conciseness and a 
pleasing capacity for choosing the apt example and the vivid phrase. It also com- 
bines realism with abstract analysis to a remarkable degree. Gne lays down this 
slender monograph with a sense of issues clarified and loose ends tidied to a point 
where nothing more remains to be said. Further experience may perhaps prove 
that these questions are less neatly disposed of even in their purely economic 
aspect than here appears. Even so, future students and practitioners of investment 
planning are bound to find that Dr. SEN has cleared so much of the groundwork 
as to leave them very greatly in his debt. 


Trinity College, Cambridge (UK) Maurice Doss 


Fritz STERNBERG. Wer beherrscht die zweite Halfte des 20. Jahrhunderts ? 
Koln-Berlin, Kiepenheuer & Witsch, 366 Seiten, 18.50 DM. 


Fritz STERNBERG gehort nicht nur zu den eigenwilligsten Autoren in Deutsch- 
land, die dkonomische, soziale und gesellschaftliche Probleme in weltweiter Sicht 
behandeln — er versteht es auch, seinen Biichern schlagkraftige Titel zu geben. 
Sein neuestes Werk heisst: «Wer beherrscht die zweite Halfte des 20. Jahrhun- 
derts?» 

STERNBERGS Buch beginnt mit der Darstellung der Entwicklung von der ersten 
Revolution bis zur Mitte des 20. Jahrhunderts. Die Kapiteliiberschritten zeigen, 
welche Feststellungen er trifft: Europa beherrscht die Welt bis zum Ersten Welt- 
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krieg. —- Amerikas Aufstieg zur ersten Weltmacht. — Russlands Aufstieg zur zweiten 
Weltmacht. — Niedergang der Position Europas. Hier bringt der Verfasser, wenn 
auch vielleicht neu und interessant gruppiert, die bekannten Tatsachen. Das, was 
in diesem Teil der Analyse hervorsticht, ist die drastische Kritik des europaischen 
Kolonialsystems : «Die europaischen imperialistischen Staaten hemmten die eigene 
industrielle Entwicklung in Asien, in Afrika, in den von ihnen beherrschten Ge- 
bieten. » 

Im zweiten Abschnitt — «Der amerikanisch-russische Wettkampf um die 
Weltherrschaft» — wird die Auseinandersetzung dramatischer. Der Abstand 
der uDssk zu den usa mag industriell bestehen — er besteht nicht auf dem Gebiet 
der militarisch-technischen Entwicklung (nachdem in der upssr die Wasserstoff- 
bombe etwa zur gleichen Zeit — 1953 — erprobt wurde wie in den usa und die 
russische interkontinentale Raketenproduktion den Sowjets auch raumlich ein 
Gleichziehen mit den usa erlaubte). Das Tempo der militarischen Revolution war 
in der uDssR weitaus schneller als in den usa; fiir ein Nachholen wahrend einer 
kriegerischen Auseinandersetzung (wie dies den usa von 1941 bis 1945 gelang) 
ware das nachste Mal keine Zeit mehr. Nach ALLAN W. DuLtes, den STERNBERG 
zitiert, kann das Militarbudget der Sowjets bis 1965 um gut 50% wachsen — 
«dieses zusdtzliche russische Militarbudget ware bereits grésser als die Militar- 
budgets aller westeuropaischen Staaten». 

Natiirlich kénnten die usa ihr Militarbudget erhéhen — es bleibt aber eine 
weitere, viel ernstere Schwierigkeit zu iiberwinden: der Riickstand der usa (und 
auch der westeuropaischen Lander) auf dem Gebiet der Erziehung. STERNBERG 
zitiert die Zusammenfassung, die die «New York Times» einem Bericht von 
fiinfzig amerikanischen Wissenschaftlern voranstellt: «Wenn die heutige Entwick- 
lung anhalt, wird die Sowjetunion die usa in zehn Jahren auf zahlreichen bedeu- 
tenden Gebieten der Wissenschaft iiberholt haben. In bezug auf die Fachkrafte 
diirften die Sowjets dann sogar einen erheblichen Vorsprung gewonnen haben.» 

Auch dieser Riickstand ist nicht uniiberwindlich; eine Antwort auf die Frage 
hangt von der Entwicklung des Sozialprodukts in beiden Landern ab. Ahnlich 
wie vor allem amerikanische Autoren vor ihm (zum Beispiel Professor CAMPBELL) 
warnt er vor einer Unterschatzung der Ausdehnungsméglichkeiten der russischen 
Produktion. Gleichzeitig zitiert er wiederum ALLAN W. DULLEs, wonach 
CHRUSCHTSCHEW fiir die usA eine Wachstumsrate von 2% jahrlich prophezeit 
habe — «das wiirde auf einen wirtschaftlichen Selbstmord der Vereinigien Staaten 
hinauslaufen» (DuLuEs). Es ist aber méglich, die amerikanische Wachstumsrate zu 
erhéhen. Die notwendige Neuverteilung des Nationaleinkommens mag sich or- 
ganisieren lassen, wenn sie parallel mit einer Erhéhung der amerikanischen 
Wachstumsrate geht. Dabei wird nach STERNBERG «voraussichtlich die Grund- 
bedingung sein, ein anderes Verhaltnis, eine andere Beziehungsgesetzlichkeit 
zwischen Staat und Wirtschaft zu schaffen». 

Und dann der packendste Abschnitt der STERNBERGSCHEN Analyse: der Auf- 
stieg der Entwicklungslander. Kein Zweifel, dass die Sowjetunion in den Augen 
der Asiaten ein Vorbild ist — ist es doch dort ohne auslandische Finanzhilfe ge- 
lungen, den wirtschaftlichen Entwicklungsprozess in Gang zu bringen. In den 
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Entwicklungslandern aber sind die Stagnationstendenzen so stark, dass die bis- 
herige westliche Hilfe an die Entwicklungslander in keiner Weise ausreicht, um 
einen wirtschaftlichen Aufstieg herbeizufiihren; auf der anderen Seite lage es 
durchaus im Machtbereich der Lander der westlichen Welt, ihre Hilfe so stark 
zu steigern, dass im kommenden Jahrzehnt in den Entwicklungslandern ein 
wesentlicher Schritt nach vorn getan werden kann. Diese Hilfe ist gerade jetzt um 
so notwendiger, als die westliche Welt nicht nur in einem Konkurrenzkampf mit 
der Sowjetunion steht, sondern gleichzeitig in einer Periode, in der China mit 
totalitaren Methoden ein ausserordentlich schnelles Entwicklungstempo zu or- 
ganisieren versucht. 

Was STERNBERG im Anschluss an diese Ausfiihrungen iiber China sagt, ist fiir 
Deutschland geradezu sensationell. China, wieder ein souveraner Staat, vermag 
seine Fiinfjahresplane unter finanziellen Gesichtspunkten selbst zu verwirklichen 
(die russische Hilfe entsprach im ersten Fiinfjahresplan nur 3% der eigenen 
chinesischen Investitionen). Was China braucht, ist technische Hilfe. Die Grund- 
idee der Plane ist, die ind*strielle Entwicklung gleichzeitig mit der Entwicklung 
der Landwirtschaft voranzutreiben; nach STERNBERG hat der chinesische Staat 
durchaus die Mittel, das ausserordentlich schnelle Wachstum in Chinas é6kono- 
mischer Starke weiterzutreiben. Hier wieder eine der eigenwilligen Perspektiven 
STERNBERGS, an die Adresse der amerikanischen Aussenpolitik gerichtet: Durch 
die Nichtanerkennung Chinas und durch die Verhinderung seiner Aufnahme in 
die UNO verschwindet dieser volkreichste Staat unseres Planeten keineswegs als 
weltpolitischer Faktor; «das Ausmass der chinesischen technisch-6konomischen 
Abhangigkeit von Russland ... konnte durch eine Anderung der amerikanisch- 
europaischen Wirtschaftspolitik gegeniiber China wesentlich beeinflusst werden». 

Die Gegeniiberstellung der Entwicklung in China mit der in Indien zeigt 
deutlich das raschere Wachstum der chinesischen Wirtschaft; in Indien hindert 
insbesondere das Fehlen einer durchgreifenden Landreform (die in China die not- 
wendigen Investitionsmittel erschloss). Wenn Indien die Konkurrenz zur Ent- 
wicklung Chinas iiberstehen soll, ist eine laufende und durchgreifende Hilfe des 
Westens erforderlich. 

Schlussfolgerungen STERNBERGS: Kein einziger Staat wird allein die Welt 
beherrschen; aber wir werden zum erstenmal Weltgeschichte auf unserem Pla- 
neten haben. 

Damit ergeben sich neue grosse Aufgaben fiir Europa: es kann seine eigene 
Basis verstarken durch ein Fortschreiten zu den Vereinigten Staaten von Europa; 
es kann weiter fiihrend werden in seinen eigenen soziologischen Transformations- 
prozessen; es kann als Partner Hand in Hand mit der ungeheuren Mehrheit der 
Weltbeviélkerung arbeiten. «Auf allen diesen Ebenen haben die europdischen 
Nationen ihr eigenes Schicksal in der Hand.» 


Es mag sein, dass manche der Formulierungen STERNBERGS in ideologisch fest- 
gelegten Képfen heftigen Widerspruch finden; auf alle Falle kann sein Buch ent- 
scheidend dazu beitragen, das Dunkel iiber viele Zusammenhange zu liiften. Der 
Kampf um das starke 6konomische Wachstum kann nun nicht mehr als « Fetisch» 
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ausgegeben werden; denn wir wissen, dass erst das wirtschaftliche Wachstum 
sowohl auf militarischem als auch auf bildungspolitischem Gebiet die Méglichkeit 
des Einholens der upssr erméglicht. Die Entwicklungs«hilfe» kann nicht mehr 
als charitativer Akt betrachtet werden — denn wir wissen dank STERNBERG, welche 
entscheidende Rolle ihr zum Beispiel in Asien beim Wettlauf zwischen China und 
Indien zukommt. Und wenn die Leser seines Buches angeregt werden, iiber die 
Angemessenheit der Mittel nachzudenken, die es erlauben, der chinesischen 
Wirtschaftsoffensive von Europa aus ebenso entgegenzutreten wie dem sowjet- 
russischen Wettbewerb auf dem Gebiet der Riistung und der Ausbildung — schon 
dann ware STERNBERGS Buch als grosser Erfolg zu betrachten. 

Dass dieses Buch dariiber hinaus dem deutschsprachigen Leser ein Fiille 
anglo-amerikanischer Quellen eréffnet, die in Deutschland, zumindest zum 
grossen Teil, noch unbekannt sind, mag als eine angenehme Beigabe empfunden 
werden. 


Heidelberg Roir WAGENFUHR 


Wo trcGAanc F. STouper, with the assistance of Kart W. Roskamp. 
The Structure of the East German Economy. Cambridge, Mass., 1960. 
Harvard University Press. 478 pp. $10.-. 


Professor STOLPER legt mit diesem Werk das Ergebnis seiner mehrjahrigen 
Untersuchungen iiber die Wirtschaft Mitteldeutschlands in geschlossener Form 
vor, nachdem die Offentlichkeit schon friiher durch Teilveréffentlichungen von 
dieser Arbeit hat Kenntnis nehmen kénnen. Die Aufgabe, die sich der Autor ge- 
stellt hat, erwachst aus der allgemeinen Fragestellung nach den Entwicklungs- 
bedingungen einer industrialisierten Wirtschaft unter einem kommunistischen 
Wirtschaftssystem, und SToLPER glaubt, der Beantwortung dieser bedeutsamen 
Frage am besten durch die Untersuchung der mitteldeutschen Wirtschaft zudienen. 
Seinen Entschluss, die Wirtschaftsentwicklung der « Deutschen Demokratischen 
Republik» zum — zur Verallgemeinerung geeigneten — Untersuchungsobjekt 
zu wahlen, begriindet STOLPER mit der Tatsache, dass zum Zeitpunkt des Beginns 
seiner Arbeit — 1955 — fiir dieses Wirtschaftsgebiet wesentlich mehr statistische 
Informationen vorlagen als fiir andere zum Wirtschaftssystem des Ostblocks 
zahlende Lander. Fiir kein anderes Ostblockland bietet sich aber infolge der 
friiheren 6konomischen Einheit beider deutschen Landesteile auch ein Masstab 
fiir die Beurteilung der Wirtschaftsergebnisse so zwanglos an wie hier durch den 
Vergleich mit Westdeutschland. Die friihere Gleichheit ging allerdings schon in 
den ersten Nachkriegsjahren durch Ereignisse wie die Demontagen, spater die 
Reparationslast in Mitteldeutschland und die gegensatzliche Bevélkerungsent- 
wicklung in beiden Teilen Deutschlands verloren, die nicht zwangslaufig mit 
dem kommunistischen Wirtschaftssystem zusammenhangen. STOLPER bemiiht sich 
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um die Quantifizierung dieser einen Vergleich beeintrachtigenden Faktoren und 
versucht, sie entsprechend zu beriicksichtigen. 

Ein weiteres und nur aus der immer engeren Einbeziehung Mitteldeutschlands 
in das kommunistische Wirtschaftssystem zu begreifendes Hindernis fiir einen um- 
fassenden Vergleich der 6konomischen Daten in West- und Mitteldeutschland 
ergibt sich aus der unterschiedlichen Entwicklung der Wirtschaftsstatistik. Im 
zweiten, sehr lesenswerten Teil seines Buches setzt sich der Autor mit den Unter- 
schieden in der methodischen Erfassung wirtschaftlicher Vorgange auseinander. 
Besondere Probleme ergeben sich aus den Berechnungsmethoden der Produk- 
tionsindices der Industrie und des Sozialprodukts. SroLPpER kommt zu dem Schluss, 
dass diese fiir seine Untersuchung wichtigsten Reihen von der offiziellen mittel- 
deutschen Statistik nach Methoden berechnet sind (Abgrenzungsfragen, Brutto- 
prinzip, unklare Preisansatze), die sie fiir die Zwecke des Vergleichs mit dem ent- 
sprechenden westdeutschen Material ungeeignet machen. So sieht er sich ge- 
zwungen, brauchbare statistische Grunddaten selbst zu errechnen, und der be- 
achtliche Umfang des Werkes ist vor allem auf die bis ins einzelne gehende Dar- 
legung der Berechnungsmethoden zuriickzufiihren. 

Der Autor versucht, die industrielle und die gesamtwirtschaftliche Entwick- 
lung in Mitteldeutschland, ausgehend von dem Vorkriegsjahr 1936, in einer mit 
der Bundesrepublik vergleichbaren Form zu erfassen. Die wichtigsten Grund- 
strukturdaten lieferten die Ergebnisse des Industriezensus von 1936. Aus den 
Nettoproduktionswerten der einzelnen Industriezweige im damaligen Reichs- 
gebiet mussten die entsprechenden Teilwerte des mitteldeutschen Raumes 
abgespalten werden. Diese Nettoproduktionswerte hatte STOLPER mit geeigneten 
Mengenreihen fortzuschreiben. Soweit die Produktionsentwicklung eines In- 
dustriezweiges weitgehend durch ein einzelnes Erzeugnis oder wenige Erzeugnisse 
reprasentiert wird, kénnen die vorgelegten Ergebnisse als die wahrscheinlichsten 
und kaum noch durch andere Rechnungen verbesserungsfahigen angesehen 
werden. Problematischer werden die Rechnungen, wenn STOLPER zu anderen 
Masstaben greifen muss und zum Beispiel die Produktion an Hand des Inputs 
von bestimmten Vormaterialien bewertet. Hier hangen die Ergebnisse besonders 
stark von der geschatzten Entwicklung der Nettoquoten ab und kénnen daher 
erhcblichen Fehlerquellen unterworfen sein. 

Die fiir die Industrie als Ganzes gefundene Entwicklung, insbesondere die 
Feststellung, dass die mitteldeutsche Industrieproduktion noch 1950 um 25 bis 
33% unter dem Stande von 1936 lag, deckt sich innerhalb der fiir solche Nach- 
rechnungen ohnehin bestehenden Fehlergrenzen weitgehend mit den Schatzungen 
deutscher Wissenschaftler (Deutsches Institut fiir Wirtschaftsforschung ; Professor 
Dr. GLe1TzE) und erscheint wesentlich glaubhafter als die offiziellen statistischen 
Angaben der mitteldeutschen Behérden, nach denen der 1936er Stand 1950 bereits 
um 11% iiberschritten worden sein soll. Neben der Industrie behandelt der Autor 
nach ahnlichen Methoden und notwendigerweise unterschiedlichsten Hilfs- 
mitteln auch die Produktionsentwicklung in den anderen wichtigen Wirtschafts- 
bereichen, zum Beispiel die Land- und Forstwirtschaft, die Bauwirtschaft, das 
Verkehrs- und Nachrichtenwesen und den Handel. 
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Die Ergebnisse der einzelnen Wirtschaftsbereiche werden im letzten Teil des 
Buches zur Entstehungsseite des Bruttosozialprodukts zusammengefasst. Es 
handelt sich dabei um eine Berechnung zu kons‘anten Preisen auf der Basis von 
1936, aber auch - parallel dazu — zu westdeu.schen Preisen von 1950. Die Be- 
rechnungsmethoden sciilicssen den Vorteil ein, sowohl mit Westdeutschland ver- 
gleichbare Wertangaben als auch preisbereinigte Ergebnisse zu liefern, aus denen 
die reale Entwicklung erkennbar wird. Das Bruttosoziaiprodukt lag nach diesen 
Untersuchungen 1957, dem letzten Jahr, fiir das StoLper vergleichbare Daten 
beider Wirtschaftsgebiete vorlegt, in Westdeutschland um 104% iiber dem Stand 
von 1936, in Mitteldeutschland aber nur um 15%. Seit 1950 ist jedoch, wie sich 
ebenfalls zeigt, das jahrliche Wirtschaftswachstum der Zone nur um weniges 
kleiner gewesen als das der Bundesrepublik. Je Einwohner gerechnet, war 1957 
die gesamtwirtschaftliche Leistung der Bundesrepublik um 45% grésser als in der 
Zone. 

Der Entstehungsseite des Sozialprodukts wird eine Verwendungsseite gegen- 
iibergestellt, deren Struktur schon friiher Kritik hervorgerufen hat. Allein die 
Methoden, nach denen die Investitionen und der private Verbrauch berechnet 
worden sind, kénnen weiten Raum fiir Fehler bieten. Die errechnete Quote der 
Anlageinvestitionen muss auf jeden Fall zu hoch erscheinen. Inwieweit die un- 
befriedigende Struktur der Verwendungsseite, die einen im einzelnen nicht be- 
rechneten Restposten fiir 6ffentlichen Verbrauch und Aussenbeitrag enthalt, 
auch durch die geschatzte Sozialproduktsgrésse selbst hervorgerufen wird, ist 
angesichts des Umfanges des vorgelegten Materials nur durch weitere griindliche 
Untersuchungen zu erhellen. 

STroLrer hat mit seinen Untersuchungen eine respektgebietende Pionier- 
leistung erbracht. Mit dem vorliegenden Werk fordert er insbesondere die Wirt- 
schaftsforschung in der Bundesrepublik heraus, noch griindlicher als bisher an 
diesen Problemen weiterzuarbeiten. Die ehrliche und gewissenhafte Vorlage auch 
der Berechnungsmethoden erméglicht, den vom Autor im einzelnen gegangenen 
Weg nachzupriifen und gegebenenfalls besser geeignete Methoden zu wahlen. 
Manches jetzt nicht voll Befriedigende kann dann sicher schliissiger dargestellt 
werden. Jeder aber, der sich dieser Weiterarbeit widmet, wird dem Autor dank- 
bar sein miissen fiir die Fiille des — beinahe nebenbei — mitvorgelegten unanfecht- 
baren Grundmaterials, dessen Zusammenstellung allein schon héchstes Lob ver- 
dient. 


Berlin FERDINAND FRIEDENSBURG 


Doucias V. VERNEY. The Analysis of Political Systems. London, 
1959. Routledge & Kegan Paul. 


This moderately behavioral volume offers a classification of government and a 
discussion of political participation. Perhaps the most serviceable feature is a set 
of definitions designed to distinguish between parliamentary and presidential 
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““government”’ and “convention theory’’. The latter term is chosen to refer to 
dominance by legislative assembly. 

VERNEY’s approach does not quite succeed in blending the study of “‘ partici- 
pation”’ with the study of “‘government”’. Entities called “structures of govern- 
ment”? are treated as through the “political process” ran through them in much 
the same way that water runs through an irrigation ditch. The same implication 
occurs when “‘legal’’ categories are used in defining the authoritative component 
of government “‘structures’’. 

These are very ancient difficulties indeed. They can, however, be dealt with 
effectively by giving more weight to the frequency of occurrence of patterns of 
events in a process. What are the maximum frequencies of occurrence of any cate- 
gory of happenings that is referred to by ‘“‘Assembly”’ rather than “‘ Parliament”? 
For example, if we say that ‘‘ Members of the ‘Government’ are usually members 
of the Assembly”’ or ‘“The Assembly is supreme’? Similarly, what are the mini- 
mum frequencies? 

Frequency specification emphasizes the range of difference between the distri- 
bution of “‘expectations”’ of legitimacy (legally authorized) and expectations of 
probability of occurrence. If we are to characterize phenomena according to the 
pattern of congruence between perspectives of formal and effective power, it is 
necessary for the scientific observer to take responsibility for the frequencies that 
he is willing to use in making comparisons. 

VERNEY is not to be criticized because he has failed to commit himself to 
numerical exponents, but because he has failed to stress the significance of this 
problem. Hence “‘structure of government” and “participation”’ are not syste- 
matically presented as struciural and functional patterns within process, and 
process is not described in fundamental categories. 


Yale University Harotp D. LasswELi 
New Haven, Conn. (USA) 


W. ALLEN WALLIS und Harry V. Roserts. Methoden der Statistik. 
Ein neuer Weg zu ihrem Verstandnis (mit einem Vorwort von Prof. 


Dr. R. Wagenfiihr). Freiburg i.Br. 1960, Rudolf Haufe Verlag. 
574 S. 39 DM 


Mit dem vorliegenden Werk verfiigen wir erstmals iiber ein umfassendes mo- 
dernes Lehrbuch der Statistik fiir Wirtschaftswissenschaftler in deutscher Sprache. 

Im Teil I versuchen die Verfasser, das Wesen der Statistik von ihrer Aufgaben- 
stellung, von zahlreichen Beispielen ihrer Anwendung und Fehlanwendung sowie 
von ihren grundlegenden Ideen her zu umreissen. Mag dieser rund 130 Seiten 
umfassende introduktive Teil dem wissbegierigen Studenten zunachst etwas lang- 
atmig erscheinen, so wird doch der erfahrenere Statistiker, der den — keineswegs 
immer béswilligen — Missbrauch der Statistik fast taglich neu erlebt, den Ver- 
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fassern sehr dankbar dafiir sein, dass sie dem richtigen Verstandnis der Statistik 
als wissenschaftlicher Methode, um «verniinftige Entscheidungen im Falle von 
Ungewissheit zu treffen», so grosses Gewicht beilegen. Die Fiille der Beispiele, 
mit der dem Leser Sinn und Unsinn in der Statistik illustriert wird, ist vorwiegend 
dem Gebiet der Wirtschafts- und Sozialwissenschaft, daneben auch den Natur- 
und Geisteswissenschaften und Bereichen des dffentlichen Lebens entnommen und 
vermittelt zugleich einen Eindruck von den ungeheuer vielseitigen Anwendungs- 
méglichkeiten statistischer Methoden in der Gegenwart. 

Der Teil II des Werkes behandelt den herkémmlichen Stoff der «deskrip- 
tiven» Statistik, also die Darstellung und Charakterisierung statistischer Massen. 
Die Korrelations- und Zeitreihenanalyse wird dabei auf die Schlusskapitel des 
Buches verschoben. 

Das Kernstiick des Werkes bildet ohne Zweifel der Teil III iiber die «analyti- 
sche» Statistik, cer sich mit den statistischen Schlussfolgerungen oder — wie man 
es heute auch bezeichnet — mit der operativen Statistik befasst. In sehr griindlicher 
und didaktisch geschickter Form fiihren die Verfasser den Leser an den Begriff 
der Wahrscheinlichkeit und an die einfachen Satze der Wahrscheinlichkeitsrech- 
nung heran, um von hier aus den Zugang zu dem Stichprobenverfahren zu ge- 
winnen. Nachdem auf dem Wege des Inklusionsschlusses die Stichprobenver- 
teilung des arithmetischen Mittels bzw. eines Anteilwertes aus der Grundgesamt- 
heit anschaulich abgeleitet wurde, folgen Ausfiihrungen iiber Test- und Schatz- 
verfahren, ebenfalls an sinnfalligen Beispielen erlautert. 

Ein besonderes Kennzeichen des Verfahrensweges der Verfasser ist, dass sie 
sich fast ausschliesslich auf die Normalverteilung stiitzen, um die Wahrschein- 
lichkeitsgrenzen bei Tests und Schatzungen zu bestimmen. Auch da, wo die 
Verfasser — in grossen Ziigen — auf die Anwendung der Student-t-Verteilung, des 
y?-Tests und der Varianzanalyse zu sprechen kommen, geben sie Rekursions- 
formeln an, die es erlauben, approximativ die Tabellen der Normalverteilung 
zu benutzen. 

Fiir den Statistiker auf dem Gebiet der Wirtschafts- und Sozialwissenschaften, 
der es meist mit umfangreicheren Stichproben zu tun hat, diirfte diese zentrale 
Behandlung der Normalverteilung durchaus gerechtfertigt und recht prakti- 
kabel sein. 

Der Teil IV des Werkes ist schliesslich einer Reihe spezieller Probleme ge- 
widmet, wie der Durchfiihrung komplizierterer Stichprobenverfahren, der stati- 
stischen Qualitatskontrolle, der Regressions- und Korrelationsanalyse, den Zeit- 
reihen und schliesslich einer Reihe fiir den Praktiker recht vorteilhafter Abkiir- 
zungsverfahren. Hiermit wird der Lehrbuchstoff nach den verschiedenen Seiten 
hin abgerundet. Die Darlegungen zur Zeitreihenanalyse sind — den modernen 
Einsichten in diesen heiklen Fragenkomplex entsprechend — sehr behutsam ge- 
fasst. Uber den iiblichen Lehrbuchstoff auf diesem Gebiet geht die Beschreibung 
des Iterationsverfahrens bei zeitlichen Beobachtungen hinaus, andererseits wird 
manchem bekannten Verfahren der Trend- und Saisonbereinigung kaum Er- 
wahnung getan. Auffallender ist jedoch, dass die Verfasser ganz darauf verzichten, 
den Indexmethoden in ihrem Buch ein Kapitel zu widmen. 














BESPRECHUNGEN — COMPTES RENDUS — REVIEWS 643 


Ein Hauptcharakteristikum des Werkes besteht darin, dass hier ein Zugang 
zu den modernen Methoden der Statistik unter Verwendung durchweg nur ele- 
mentarer Rechenverfahren erschlossen wurde. Auf dem «neuen Weg zum Ver- 
standnis» versuchen die Verfasser, den .eser weniger durch die theoretische Ab- 
leitung der relevanten Lehrsatze als vielmehr durch zahlreiche anschauliche 
Beispiele mit dem Stoff vertraut zu mac ken. Das vorliegende Buch ist somit auch 
und gerade fiir den mathematisch wenig vorgebildeten Leser, was auf viele 
Studenten der Wirtschaftswissenschaften auch zutrifft, vorziiglich geeignet; es 
kann ferner demjenigen, der tiefer in die thcoretischen Zusammenhange eindrin- 
gen will, als Vorstufe fiir «schwerer verdauliche» Lehrbiicher der theoretischen 
Statistik dienen, von denen es im deutschen Sprachraum einige hervorragende 
Werke gibt. 

So ist es nicht erstaunlich, dass dieses Buch in den USA einen ungewéhnlichen 
Erfolg hatte und in wenigen Jahren eine betrachtliche Auflagenhohe erreichte. 
Dem Rudolf Haufe Verlag in Freiburg i. Br. ist es zu danken, dass er dieses ameri- 
kanische Erfolgsbuch in einer ansprechenden Aufmachung auch den deutschen 
Interessentenkreisen — Studenten und statistischen Praktikern —zuganglich machte 
und damit eine echte Liicke auf dem deutschen Biichermarkt schloss. Die Uber- 
setzung, die in den Handen von Dr. von WALDHEI lag, Iehnt sich erfreulicher- 
weise eng an den inzwischen in Deutschland eingebiirgerten Fachworterschatz an 
und bringt in Zweifelsfallen mehrere Ausdriicke parallel nebeneinander; ferner 
wird es begriisst werden, dass die international massgebenden englischen Fach- 
bezeichnungen jeweils in Klammern dazugesetzt sind. Andererseits sind manche 
Formulierungen etwas zu wortlich aus dem amerikanischen Original iibertragen 
und wirken mitunter im Deutschen stilistisch unsch6n oder sind schwer verstand- 
lich. Das sind jedoch nur kleinere Schénheitsfehler, die der im ganzen iiberaus 
positiven Beurteilung des Werkes keinen Abbruch tun. 


Institut fiir international vergleichende Wirtschafts- W. R. Bran 
und Sozialstatistik, Universitat Heidelberg 
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